Google 



This is a digital copy of a book that was preserved for generations on library shelves before it was carefully scanned by Google as part of a project 

to make the world's books discoverable online. 

It has survived long enough for the copyright to expire and the book to enter the public domain. A public domain book is one that was never subject 

to copyright or whose legal copyright term has expired. Whether a book is in the public domain may vary country to country. Public domain books 

are our gateways to the past, representing a wealth of history, culture and knowledge that's often difficult to discover. 

Marks, notations and other maiginalia present in the original volume will appear in this file - a reminder of this book's long journey from the 

publisher to a library and finally to you. 

Usage guidelines 

Google is proud to partner with libraries to digitize public domain materials and make them widely accessible. Public domain books belong to the 
public and we are merely their custodians. Nevertheless, this work is expensive, so in order to keep providing tliis resource, we liave taken steps to 
prevent abuse by commercial parties, including placing technical restrictions on automated querying. 
We also ask that you: 

+ Make non-commercial use of the files We designed Google Book Search for use by individuals, and we request that you use these files for 
personal, non-commercial purposes. 

+ Refrain fivm automated querying Do not send automated queries of any sort to Google's system: If you are conducting research on machine 
translation, optical character recognition or other areas where access to a large amount of text is helpful, please contact us. We encourage the 
use of public domain materials for these purposes and may be able to help. 

+ Maintain attributionTht GoogXt "watermark" you see on each file is essential for in forming people about this project and helping them find 
additional materials through Google Book Search. Please do not remove it. 

+ Keep it legal Whatever your use, remember that you are responsible for ensuring that what you are doing is legal. Do not assume that just 
because we believe a book is in the public domain for users in the United States, that the work is also in the public domain for users in other 
countries. Whether a book is still in copyright varies from country to country, and we can't offer guidance on whether any specific use of 
any specific book is allowed. Please do not assume that a book's appearance in Google Book Search means it can be used in any manner 
anywhere in the world. Copyright infringement liabili^ can be quite severe. 

About Google Book Search 

Google's mission is to organize the world's information and to make it universally accessible and useful. Google Book Search helps readers 
discover the world's books while helping authors and publishers reach new audiences. You can search through the full text of this book on the web 

at |http: //books .google .com/I 



I 



Google 



»Google 



»Google 



"^lONSUMER AND AGRICULTURAL PROTECTION 
ACT OF 1978, 



)S-Z 



HEARINGS 

BEBVKB TBB 

^SUBCOMMITTEE ON 

AGEICULTURAL PBODUCTION, MABKETING, 

AND STABILIZATION OF PBICE8 

or th'b 

COMMITTEE ON AGRICUmmE, 
l^TRITIONrANI) FORESTS^ 

UNITED STATES SENATE 

NINETY-FIFTH CONGRESS 
SECOND SESSION. 



S. 2626. . 

A BILL TO PROVIDB PBICB AND INCOME PBOTBCTION FOR 
AGRICULTURAL PRODUCERS BY ASSURING SUCH PBODUCBBS 
A PRICE FOR THEIR AGRICULTURAL COMMODITIES OF NOT 
LESS THAN THE COST OF PRODUCING SUCH COMMODITIES; 
TO ASSURE CONSUMERS AN ADEQUATE 8DPPLT OF FOOD AND 
FIBER AT REABONABLE PBICBS; AND FOR OTHER PURPOSES 



,, , MAY 22, 2S, AND 24, lOTft,::. 



Printed for the use of the 
Committee on AKricnltnre, Nutrition, and Forestry 



U.S. QOVBRNMBNT PRINTING 
WAaHINQTON : 1978^) 




)y Google 



COMMXTTBE ON AORIOCZ/TCBE, NT7IBITI0N, AND FOBBSTBX 
BEBHAH B. TAUtADOB, ONT«ia, Okotrmotl 
JAMES 0. BASTLAND, Hlalailppt BOB DOLE, EaDui 

GEOBQE UcOOTBBN, South Dskottt HILTON B. ZODNO, Nortta Dakota 

JAMBS B. ALLEN, Alabama CABL T. CURTIS, Nebruiha 

WALTER D. BODDLBSTON, Sentuck? BHNST BBLLMON, Oklaboma 

DICK CLARE, Imra JBSSB HBLMS, Ncrth Carolina 

RICHARD B. STONE, Florida B. L HATAKAWA, CalUomla 

PATRICK J, I^EAHT, Verroont SICHABD G. LDQAB, IndUna 

BDWARD ZORINSKT, Nebraika 
JOHN MELCHBR, Montana 
KANHASTER HODGES, JB., Aikantaa 

HBBti J. CUiBO, BtaS Dtreetor 



, AKD Stabilizatior 

WALTER D. HTIDDI^STON. Seutnck;, OAolrmon 
aEORQE McGOVERN, Santh Dakota MII/rON B. YOUNO, North Dakota 

JAMES O. EASTLAND, MinlgilppI JBSSB HBLUS, North Carolina 

DICE CLARE, Iowa CABL T. COBTIS, Nebraska 

BICHABD B. BTONB, TlaiUa KICKABS O. LTIOAB, IndUBa 

EDWARD Z0RIN8SY, Nebraaka 
JOHN MELCHER, Montana 
KANHABTER HODOES, JB., Aikantaa 



HERMAN B. TALHADOB, OeoTSla BOB DOLE, Kamai 



)y Google 



CONTENTS 



Hodges, Hon. Kaneaster, Jr., a U.S. Senator from Arkansas, ataOaf Mate- »«• 

LegislatlDii under consideration : 

S. 2626 * 

Govenuneut outlays under 3. 2826 IT 

Staff explaaation of S. 2626 1& 

B«port ol Depftrtment of iisrlcniture regardiag S. 2016, In a letter to 

Senator Talmadge Irom Secretary Berglaud 20 

GHBONOLOQICAL LIST OT WITNBS8D8 

UOHU.T, Max 22, IdTS 

Fitzgerald, Bar, Administrator, Agrlcoltoral StablilutltHi and CoDserre* 

Uon Serrice, U.S. Department of Agriculture 21 

Andersen, Dr. Jaj C, fhsl'n'B", Department of Bconomlcs, Utab 6tate 

University 2S 

Condie, Frank A, doctor «f accounting, Utah State Uaiversltr 8ft 

Aibuthnot, Iionnle, Colorado American Agricnltore Horement, I^amar, 

Colo 89 

Roller, Evan O., ComisH, Utah 4S 

Wink, James ; accompanied by Keith GoMman. Spencer County, Ind 60 

TnzsDA.T, Uax 28, 1078 

Davidson, L. A., Indiuiola, Mies., accompanied by J. M. Bearden, Isola, 

MisB 5T 

Frateal, B. J., Pine Blull, Ark., accompanied by Perry Stratton, cbalrman, 

Jefferson County ASC Committee and Ben ColUns, Poinsett, Ark 6T 

WiUlB, Tommy, BrownsviUe, Tenn., accompanied by Jobn W. Moses and 

LenlB Moody 7S 

Wade, Jeff, Bragg City, Mo 80 

Rice, Steve, Potomac, 111 86 

Davla, BlUy, I«urel, Miss 86 

Reid, Donnie, Big Spring, Tei W 

Wedhzbdat, Mat 24, 1978 

Antbony, A. W., Jr., president, Oraln Sorgbom Producers Aesodatlont 

Friona. Tex »7 

Espy, Nancy, repreaentattve. Women Involved In Farm KconomiM 

(WIFE), Boyes, Mont 101 

Sasser, Hon. Jamee, a U.S. Senator from Tennessee 105 

Thomas, Norvin, Mondamln, Iowa Mft 

Close, Elmer, assistant director of marketing for the Florida Department 
of Agriculture and Consumer Services (on behalf of Doyle Conner), 

commissioner of agriculture of the State of Florida 110 

Bumpers, Hon. Dale, a U.S. Senator from Arkansas 112 

Hodges, Julian O., Madison, Fla 117 

Udelhoven, Martin, Winifred, Mont 120 

Garber, Loren, Latah, Wash 122 

Grlfflths. Reed O., Weston, Idaho 12* 

Wilson, B. N., Unlondale, Ind 128 

Hamilton, Calvin, Indlanoia, Miss 128 



(m) 



15 

10/9B 3U50-192 - 



21201 



»Google 



IV 

StJBMITTED ABIIGUS, IXTTBSB, Aln> Statiuektb 

Hodges, Hon. Kaneaster, Jr., a U.S. Senator from Arkansas, statement — 

Abourezk, Hon. James, a U.S. Senator from South Dakota, statement 

Bayh, Eon. Birch, a U.S. Senator from Indiana, statement 

Bumpers, Hon. Dale, a U.S. Senator from Arkansas, statement 

Saaser, Hon. James, a U.S. Senator from Tennessee, letter to Senator 

Hodgen with enclosure 

Wilson, Hon. Woodrow, a State Senator of Indiana, statement, with at- 
tached Indiana House Concurrent Resolution No. 39 

Andersen, Jay C, professor and head, department of economics, Utah 

State UniTerslty 

Condie, Frank A., Utah State Univeraltj, material submitted by 

I>avldson. L. A., Indlanola, Miss., supplemental atatement 

Espy, Mrs., material supplied by 

dee, Grover, Moodamln, Iowa, statement 

Wilson, Ernest N., material submitted by 

Carpenter, L. C. (GteU), Mldcontluent Farmers Association, mailgram 

to Senator Talmadge 

Smith, B. F., executive vice president, Delta Council, StoneTllle, Miss., let- 
ter to Senator Talmadge 

Denlson, John, chairman, Rice Advisory Committee, Louisiana Farm Bn- 

reaii Federation. Btateraent 

Hnenefeld, Fred, Jr., Monroe, La., member, Louisiana Agricultural Sta- 
bilization Conservation Committee ; Louisiana Soil and Water Conserva- 
tion, statement with attachments 

Bxcerpts from the address of Sir Leslie Price, chairman of the Australian 
Wheat Board, to the National Association of Wheat Growers Annual Con- 
tention In Wichita, Kana, January 18 — submitted by Mt. Atbnthnot 



)y Google 



CONSUMER AND AGRICULTURAL PROTECTION 
ACT OF 1978 

ICONBAY, HAT 22, 1878 

U.S. Senate, 
sobcommittee on aokicultdral prm)ucnon, 
Marketing, and Stabilization of Prices of the 

COHMITTEB ON AgrICDLTUBE, NdTRITION, AND FOREBTRT, 

Washington,, D.C. 
The subcommittee met, pursuant to notice, at 9 :05 a.m., in room 324, 
Itussell Senate Office Building, Hon, Kaneaster Hodges, Jr., presiding. 
Present : Senator Hodges. 

STAIEHENT OP HON. EAITX&STER HODGES, JIL, A V.S. SEKATOS 
FSOU ASKAHSAS 

Senator Hodoeb. The hearing will come to order. We are here today 
to consider Senate bill 2626. 1, particularly at the beginning, want t<» 
thank the chairman, Mr. Talmadge, who assisted in setting up these 
hearings, and also Senator Huddleston, who is chairman of this sub- 
committee. He is campaigning in Kentucky; his primary will be 
tomorrow and, of course, he is unable to be here, I ajn pMticularly 
grateful to those two men, 

I have a statement which I will read about the bill itself. I would 
like to preface it by saying that there are many, many farmers who 
would like to be here, present at these hearings, but I assume everyone 
here knows something about agriculture, I see some people here who 
know a great deal about it, because they are farmers themselves, and 
they know that this is the critical time on a farm. It is even more im- 
portant than the harvest, because if you do not get planted, there is 
nothing to Iiarvest, 

So, many farmers who wanted to be here could not; particularly 
in the Midsouth area, we have had tremendous problems with excess 
rain, and they are replanting now; the sort of problems farmers 
seem to go through every year. And those who are here, I know, are 
here at considerable sacrifice to themselves. 

On March 2, 1978, Senator Dale Bumpers of Arkansas and I 
introduced Senate bill 2626, the Consumer and Agricultural Protec- 
tion Act of 1978. An identical bill, H,R. 11262, was subsequently 
introduced in the House by Congressman Ray Thornton of Arkansas. 
These hearings are to elicit and develop testimony about the provisions 
of this bill in the hope of establishing its concepts as the guiding prin- 
ciples of future U.S. agricultural policies, 
(3) 
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The bill creates a comprehensive farm program which differs sig- 
nificantly from the various farm programs currently in force. It is a 
new look at agriculture, and it is a direot result of the dire economic 
problems whi^ beset the agricultural sector of our economy in 1978. 

The years of 1977 and 1978 have seen the Nation's fanners squeezed 
by low farm ctHnmodity prices and relentless cost increases for all 
kinds of production inputs. In the fall of 1977 and the spring of 1978, 
the farmers protested, forming loosely knit organizations which at- 
tempted to bring the farmer's plight to the Nation's attention and 
which sent representatives to lobby for help in Washington. 

For a brief time, the farmers were successful. Although they never 
truly reached the public, the farmers succeeded in galvanizmg the 
Congress into considering legislation designed to utilize existing farm 
programs to bring economic relief for agricultural producers. These 
successes however were quickly turned into defeat, as the administra- 
tion succeeded in utilizing a threatened veto with a successful public 
relations campaign to keep the proposals from ever leaving Congress. 
A brief, limited relief measure was finally passed, but most pi-oducers 
consider it too little and too late. 

I would like to deviate for a moment from my statement and say 
that the thrust of the administration's concern has been in the area of 
production loans. And these are fine, except that the essential, basic 

5 problem that farmers have is receiving sufficient income to repay any 
oans. And therefore, I think that any program must look to producing 
additional income for the fanner, and not for those on the periphery 
of farming. 

I also would like to say that most farm programs — and indeed the 
1977 farm program — do not seem to be oriented toward or basically 
help the average farmer. You have to look at the problem of the 
individual who owns his land separately from those engaged in farm- 
ing itself for a living. And I think anyone who knows or understands 
anything about farming will realize that those that are enagaged in 
farming itself, and are not simply living off the equity in their land, 
Are in very difficult circumstances. 

There are those — and I include among them the Farm Bureau — 
-who seem to think that the 1977 Farm Act is sufficient and will work, 
-■and I know that is the position of Secretary Bergland and many of 
-those in tlie Agriculture Department. We have had some 5 or 6 years 
-now of free trade, the so-called "free trade" approach, and it simply 
has not worked. Those that are naive enough to believe that we exist 
today in an atmosphere or in an economy in which there are no 
restrictions on agriculture are living in a fool's paradise. 

There are enormous, indirect restrictions on farming. Our Govern- 
ment is engaged in making loans overseas and increasing productivity 
overseas, which directly impacts on our American agricultural econ- 
omy. Our Government, in addition, has consistently failed to bring 
down barriers overseas in important trading areas, such as Japan. 
We have almost unlimited availability of our markets to Japan for 
various products, but when we turn around and try to send our agri- 
cultural products into Japan, we either encounter strong levies or 
an absolute refusal to let them in. 

We are one of the few countries and the only major industrial coun- 
try that does not protect its own agriculture. And for those that talk 
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-about a free market, I suggest that their interest is in more than mm{dy 
the local producer. Our farm bills, in my personal opinion, have beea 
written by and primarily benefit thoee tluit are in proeeasing, those 
that are in shipping, and those that axe in other areas oi agrtcolture. 
They benefit the least and impact the hardest on those that are the 
basic producers. And I simply suggest that if you do not believe this 
to be true, look at the facts : Effective farm income for those that are 
producers is at its lowest level since the thirties, and does not appear to 
be on the increase. 

As a personal statement: I am a luidoimer; I own substantial 
amounts of land, much of which I began to buy in 1967 and 1968. Land- 
owners are not adversely affected by these current conditions because 
our costs have not increased. It is the people that farm that are bear- 
ing the bnmt of what is happening in American agriculture. Land- 
owners will survive, the processors will survive, the Suppers will sur- 
vive, the exporters will survive, but many, many farmers — those that 
earn their living from producing crops, or cattle, or meat of various 
kinds — are in difficulty. 

Now, there are some farmers who are beginning to do well, but they 
will do well at the expense of other commodities. I think one of ths 
greatest benefits of S. 2626 is sn effort to look at all commodities to- 
gether, because traditionally what we have done in agriculture — and it 
IS almost written into our policy — is to transfer the problem from 
one commodity to another; as prices go low in one commodity, such 
as wheat, you see the transfer of enonnona acreages over into another 
commodity which therefore drives the price low in that commodity. 
I have said time and time again that if you view American agriculture 
as a single body, Government programs are, in effect, taking a trans- 
f iisicm of blood from one arm, wt^king around the t»ble am putting 
it in the other arm and assuming that you have done some good. 

Our cattle industry has suffered tremendously over the last 3 or 4 
years; I know, because I can testify personally about that. It is now 
goii^ up, but it will not stay up very long because our Government is 
alre^y considering measures to allow more beef to be imported into 
this country because of pressure from consumers. 

S. 2626 is inflationary, but any bill to increase farm income is infla- 
tionary — it has to be by its very nature. But the farmers of this country 
have been the frontline soldiers in the battle against inflation for the 
last 4 or 5 years, and many of them are casualties who will no longer 
be able to participate. Farmers' debt has doubled in the last 3 or 4 
years, and mcome has decreased significantly. Most farmers are essen- 
tially bankrupt, if you take away the only asset many of them have, 
and that is their land. 

The mentality in farming has been such that most of the people in 
this country on the bureaucratic and the Government side somehow 
think they ought to be satisfied with whatever they get, 1 good year 
out of 3. 1 suggest that we look at other nations, and we will find that 
no otfcer nation has treated its agricultunal sector like w© have ours; 
look at the price supports all of them have for their agricultural prod- 
ucts, and the protection they give them in terms of tariffs and indirect 
tari^ 

I am all for increasing markets overseas, and I think that is a great 
concept and ii is importimt, but you cannot long exist whui your policy 
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is to open your doors to almost anything that comes in and let your 
neiyhfors keep their doors closed. The Japanese seem to have almost 
unlimited access to our markets, and yet tney wi!! not allow our beef 
in their country, and they will not allow our rice in their country; 
their threshold price on wheat is $7 and something a bushel ; their 
threshold on other commodities is even higher. And, yet, we have a 
deficit trading balance with Japan. 

The European Economic Community keeps many of our products 
out of its domestic markets. In private discussions I have had with 
'some of their people, they say, "We will not even talk about talking 
about dropping the barriers" — it is that sensitive an issue in the Euro- 
pean Economic Community. And, yet, our Nation continues to go 
blindly along, willing, I suppose, to let our farm economy sink deeper 
and deeper. 

I feel very strongly about it. I do not think our farmers have had 
an adequate voice in the making of agricultural policy, and I say agri- 
cultural policy in this country has been cheap food, and it continues to 
be cheap food, and the laws themselves are designed to make it so. 
The target price concept should be abhorrent to anyone concerned 
about free enterprise. 

The Farm Bureau issued a statement Friday, which I will deal with 
in considerable detail down the line. I am a member of the Farm 
Bureau. I have been in the past and intend to continue to be a member 
in the future. But I suggest strongly that they need to reconsider and 
look at S. 2626 and other farm legislation. Any farmer should realize 
that the effect — whether it is the motive or int«nt or not, I do not 
know — but the effect of target price legislation is to put a lid on the 
market ; it is a direct subsidy, and it is of benefit not to the farmer hin> 
■self, but to those who are looking for cheap products in volume, and 
it works that way. 

And, lastly, those who are involved in agriculture at the farming 
level should realize that they are on the edge of some additional, sub- 
stantial increases in the cost of farming. It is inevitable within the 
next 12 months that fuel is going to go up. Indeed, the entire principle 
on limiting demand is to increase price, and that is the thrust of uie 
energy package. For those in farming, therefore, I suggest that you 
are going to find that your fuel is going to go up; I suggest that steel 
is going up now, and it will eventually translate into higher prices for 
tractors and such, and therefore, the cost of producing your crop is 
going to be greater 1 year from now than it is today. 

So, more difiicult times are ahead in terms of cost control, not easier 
times. 

Now, S. 2626 has three major concepts, and I am assuming that 
everyone here is familiar with it. I am not going to actually speak all 
my statement; I vdll put in the record in its entirety when I finish. 
■ There are a number of changes which will be made. Some of the 
pricea that you find in the present bill we are reducing somewhat. 
There will be other amendments by the end of the hearings, which 
are scheduled now to go through Wednesday. 

S. 2626 is a farmer and ranchers' bill ; it is for producers. It is not 
a bill that will make happy those who have other interests. It is a 
bill to protect farmers. And for that reason, anv fanner I have talked 
with that understands it likes it. Now, there is disagreement witJi smne 
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in the American Agricultural Movement who feel that it does not go 
far enough and that the prices in it are not high enough. But I think 
these are realistic prices. 

S. 2626 is cosponsored by Senator Hatch of Utah, Senator Church 
of Idaho, Senator Eastland of Mississippi, Senator Abourezk of South 
Dakota, Senator Hollings of South Carolina, Senator Magnuson of' 
Washington, Senator Sasser of Tennessee, Senator Baker of Tennes- 
see, Senator Randolph of West Virginia, Senator Bayh of Indiana, 
and Senator Nunn of Georgia, 

I think it is a good bill ; I think it contains good concepts. It was 
put together essentially by fanners and ranchers them-selves over a 
period of several months. Sf any of those will be here to testify. 

The farmer must have additional income. He is the onlv member of 
our economy that is consistently asked to produce and sell at lees than 
what it cost him to make the crop. Now, there are those who would 
say, "Well, we are for free enterprise," or there are those who would 
say, "Well, we are sure this is too much control," First of all, there 
really is not that much control in the bill, and I suggest that you read 
it and compare it with the present controls. Second, the bill puts the 
farmer himself essentially m control of his own destiny, which he 
absolutely does not have now. But, lastly, I suggest that you look at 
other areas of our society, and you will discover that there is Federal 
legislation which puts a floor under steel ; there is Federal legislation 
which puts a floor under airplane prices, and under trucking routes. 
All across Uiis economy of ours, sector after sector has built-in pro- 
tection — Federal employees, by the minimum wage — and, yet, agricul- 
ture has to suffer ll^^t $1^ wheat prices. And the reason has been 
simple — ^because farmers have been unwilling to demand wha* other 
areas of the economy long have had, and that is some reasonable floor 
under what they are doing. 

Now, there are those in Congress and those in the administration who 
accept as inevitable a continuing decline and decrease in the farm 
population. I suggest that those who want to solve the problems of th.B 
cities look and see where the problems of the cities came from. The 
problems of the cities being experienced right now, and within 10 miles 
of this room, are the direct results of ignoring the rural econwny of 
this country. People left the forms in droves in the thirties, forties, 
fifties and into the sixties and came to the cities looking for work, and 
they swelled the welfare rolls, causing tremendous strains and pres- 
sures in our cities. You cannot solve your problems in large cities unless 
you also solve the problems in the rural areas. 

In 1977, according to Time magazine, the United States lost 454,000 
more people from the farm population. The projections for 1978 are 
comparable. These people go into the cities and cause additional 
problems there. 

I reiterate : We are the only major industrialized Nation that fails to 
protect its fanners. Nothing — and I repeat — nothing has been done yet 
by this Congress to make any significant impact on farm income, and 
the prices of commodities are still not up sufficiently to cover the cost 
of production to the average farmer; no commodity is at this point, 
outside of, probably, rice, and its outlook is bleak. 

So, I do not think anythinff has been solved. I think there is still a 
strong need for Senate bill 2626. 
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I would like to ask that the balance of my remariis and the text m 
full be put in the record, and I will furnish tlmt.* 

At this point, I wish to place the text of S. 2626 in the record, with 
the caveat that a few minor changes in wording will be added prior 
to its con^deratitHi by the full Sen^e Agriculture Committer. In. ad- 
dition, I will also place an economic analysis of S. 2626 in the record, 
iiraubers of my stafi have "oosted-out" this proposal using computer 
studies and standard statistical analysis. Their research has revealed 
a most important fact : In terms of direct cost to the Government, the 
program proposed by S. 2626 will cost less than the present nirm 
programs. 

[S. 2626 (with suraested changes by Senator Hodges) , an economic 
analysis of the bill suomitted by Senator Hodges, and a staff explana- 
tion of S. 2626, as introduced, follow ;] 

U.B. SmiATi, 
CouuiTiEE on AOKiouuTUBS, NuTBiTion, aitd Fobkbtsx, 

WatMnffton, B.C., June IS, 1B78. 
Eon. Hkkuas E. T^i^UADaE, 

Ohairman, Committee on Aorioultitre, Nutrition and Foreitry, 
V.B. BenaU, Waekinffton, OO. 

Dhab Mb. Ohaikuah : Tlie hearings on S. 2ffiia were lield on Ma; 22, 2S, and 24. 
These hearings provided belpful testlmonj about the concepts of tile bill, and 
fnrniehed new information unavailable wben the bill was drafted. 

Mr. Ohalrman, In ligbt of thla new Infonnatloii and because tbe bill contains 
Kune proTialoua we have intended to change, mentioned expllctl; In tbe bearings, 
I wish to request that, solely for tbe hearing record, tbe cop; of tbe bill Included 
in tbfi hearing r«cord contain certain changes made to reflect this new Information 
and to reflect intended changes. I cannot emfihaelze enough that tbis action is 
blkea solel; for an aocnrate and IntormatlTe bearing record. For purposes of 
marknp, of course, the bUl which will be considered bj the Agriculture Committee 
trill be that introduced bj Senator Bumpers and myself. 
Tour kindness and assistance In this manner will be greatl; appreciated. 
Slncerelr yours, 

Kaitbastbb Hodges, Jr. 

[Note: Matter shown in blax^k brackets is as introduced. Matter 
shown in italic denote suggested changes,] 

[B. 8S20, entb Cong., ad Ben.] 

A BILL To ptovMe priM and income proteetlon for agricultural prodacen by aMurlnK laeh 
producer* a prloe for their ajrlcnltntal commodmeB or n^* '~ "■ — "■ ' -' — ■*"- 



Be it enacted hy llie Senate and House of Bepretentativet of the United States 
of America in Congreit ai»embled. That this Act mar be dted as tbe "Consumer 

and Agricultural Protection Act of 1&78". 



Sec 2. Congress flnde that — 

'(1) agricultural production In tbe United States is the foundation of man; 
Industries and generates extenslTC domestic and foreign commerce ; 

(2) a strong, vigorous agriculture Is essential to tbe welfare of tbe United 
States ; 

(8) the agricultural producers of the United States are the most efflclent 
and productive farmers In the world and that status must be continued ; 

(4) at the present time the agricultural producers of the United States 
are faced with major economic problemH; th^ are deeply in debt, receive 
prices for their commodRles which do not recover the cost of producing 
such commodities, and are without en; means of escaping agricultural 

'See p. ISl for ths prepaj-ed itatement of Senator Sodsei. 
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cycles of overprodDction whfcli drive Uie lorel of return on their agricultural 
InTestment below subeUtence levels ; 

(5) direct and Immediate ecODOinic relief is required to prevent Irrever- 
sible changes in the character of the agricultural producers In this Nation 
because manj' farm operations are being forced into bankruptcy and the 
owners of many other auch operations are abandcmlng agricultural produc- 
tion for other means of earning a livelihood ; 

(6) current agricultural policies will not provide the infusion of mon^ 
and market stability necessary to reverse the disastrous economic plight 
of agricultural producers ; 

(7) producers of certain agricnltural commodities have be«ai seriously in- 
jured by extensive imports of such commodities ; 

(8) strong and conslalent export pollclea which have benefited agri- 
cnltural producers of the United States in the past by providing markets for 
the Nation should be instituted ; and 

(9) agrlcultnral producers should and must have a voice in the policies 
of tlie United States which directly Impact on their Uvelihood. 



U) to provide prieet for ajfWoultural commodities eguivaXent to parity 
and to raUe agricultural income to levels comparaUe with income levels 
of other leotort of the U.S. economv; 

(Non: Original paragraphs (1) through (6) are redesignated as (2) 
through (7).) 

(2) to provide to agricultural producers an equitable price for their 
agricultural commodities calculated on the basis of the comprehensive cost 
of producing such commodities, without regard to whether snch commodities 
are sold for consumption in the United States or for export ; 

(3) to provide for a national reserve of certain agricultural commodities; 

(4) to provide effective represents tlMi of agricultural producers In the 
formulation of the policies of the United States which affect agriculture ; 

(5) to r^ulatc the Import and eiporC policies of the United Statea to 
insure that domestic agricultural producers receive a price for their com- 
moditleB based npon their comprehensive coats of producing such commodi- 
ties; 

(6) to curtail or eliminate from the domestic agricultural ectmomy the 
transfer of unfavorable economic wmdltlons from one agricultural com- 
modity to another; and 

(7) to provide price stability in domestic and foreign markets for agri- 
cultural commodiHea which will result in equitable prices to producers foT 
such commodltleB and at the same time reflect the comprehensive cost of pro- 
ducing such commodities. 

DBFlBlTlOna 

Sro. 4. For tlte purposes of this Act — 

(1) the term "Secretary" means the Secretary of Agriculture. 

(2) the term "United States" means the several States, the District of 
Columbia, the Commonwealth of Puerto Rico, the Virgin Islands, and the 
territories and possessions of the United States. 

(3) the term "specified commodity" means wheat, com, grain sorghum. 
barley, oats, dry lieans, rice, soybeans, cotton, sugar, cattle (except dairy 
cattle) , calves, hogs, poultry, and milli and dairy products. 

(4) the term "producer" means the original producer of any specific com- 
modity, whether produced for himself or produced under contract or agree- 
ment for another, and includes any individual partnership, firm, Joint-stock 
company, corporation, association, trust, or estate engaged in the production 
of one or more agrlcultnral commodltlea. 

(6) the term "Department" means the United States Department Of 
Agriculture. 

I. BOABD OF AGWCTII.TCKE Gl 



Seo. B. <a) There Is hereby established a board to be known as the Nati<»]al 
Board of Agricultural Governors (hereinafter in this Act referred to as the 
"Board") . > 

(b) The Board shall i>e composed of twenty-one members appointed by (he 
President as provided in subsection (c). The terms of the members first taking 
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office aball expire <as designated by tbe President at the time of appointment) 
seven at the end of one year, eeven at tlie end of two years, and seven at the end 
of three years. Thereafter tbe term of office for all members shall be three years. 
except that the term of any person appointed to fill a vacancy «i the Board ^all 
be appointed only for the unexpired term of his predecessor. 

(c) (1) One member shall be appointed by the President from each of the 
twelve JFarm Credit Districts of the United States to represent the interests of 
producers of agricultural commodities. The appointment in ttie case of each 
soch district shall be made from among nominees submitted to the President 
from such district as provided In subsection (d). 

(2) Three members shall be appointed by the President from among nominees 
submitted by the Secretary as provided in subsection (e). 

(3) Two members shall be appointed from among persons nominated by con- 
sumer oi^anizatlons. 

(4) Two members shall be appointed from among persons nominated by or- 
ganized labor. 

<5) Two members shall be appointed from among persons nominated by 
business organizations. 

(d) Nominees for appointment to the Board from the Farm Credit Districts 
«f the United States shaU be selected as follows: 

(1) Each county committee (established under section 8(b) of the Soil 
Conservation and Domestic Allotment Act) of each State within each Farm 
Credit District shall select three nominees from among Its members and 
designated alternate members. The members and des^ated alternate mem- 
bers shall have equal voting right for such purpose. 

(2) The producers of specified commodities in each eoun^ shall elect one 
of the nominees referred to in paragraph (1) to represent such county In a 
Stat* Convention called for the purpose at selecting a nominee from the State 
concerned for appointment to the Board. 

(3) Each SDch State convention shall select a nominee for appointment to 
the Board, from the Farm Credit District in which the State concerned Is 
located. One of the nominees from each of the Farm Credit Districts shall 
be appointed to the Board by tbe President. Each such State convention shall 
establish Its own procedures for selecting Its nominee. 

[(e) The Secretary shall nominate for appointment to the Board six persons 
to represent the Interest of specified commodities not adequately represented by 
persons appointed under subsection (c)(1). In selecting nominees for appoint- 
ment to the Board, the Secretary shall not favor any particular geographic area 
or region of the United States.3 

(e) The Secretary ihall nominate for appointment to the Board by the Pre»i- 
ient Mte persons to represent the interests of specified commodities not ade- 
quately represented by persons appointed under avisection (c) (1). In seleoting 
nomiineeg for appointment to the Board, the Secretary shall not favor any par- 
tictilar geographic area or region of the United States. 

(f ) In designating the terms of office of the first members appointed to the 
Board, the President shall insure that tbe terms of not more than one-third of 
the members appointed under subsection (c) (1) will expire in any one year and 
that tbe terms of the two members appointed under each of the paragraphs (3), 
(41, and (5) of subsection (c) will expire In different years. 

[(g) Appointments made from nominations submitted under paragraphs (3)i 
(4). and (G) shall be made on a bipartisan basis. 

[(h) No person shall be eligible for appointment to the Board from any Farm 
Credit District unless such person Is actively engaged In agricultural produc- 
tion and derives his primary source of income from such production.! 

{g) Appointments made from nomiTiations submitted under paragraphs (9), 
H), and (5) shall be made on a Iti-partisan basis, vkth no more than eleven 
inem,bers to represent the same political party. 

(h> No person shall be eligible for appointment to the Board from any Farm 
Credit District or by action of the Secretary under subsection (e) of this section 
unless such person is aotively parti(Hpating in farming or ranch operations and 
derives at least two-thirds of his income from such operations. 

(i) The President shall designate one of the members awwlnted under Bubaec- 
Uon (c) (1) as Chairman of the Board. 

(j) A member of the Board may be removed by the President only for neglect 
of duty or malfeasance in office. 
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(fe) A member of the Board may continue to serve on the Board after the ex- 
piration of hia term of office until such time as hie successor has been appointed. 
(i> No person may bo appointed to the Board (or more than one three-year 

(m) A quorum for tiie transaction of the business of the Board shall be fifteen 
members and all actions of the Board shall be determined by a majority rote of 
the members present 

(n) Any vacancy on the Board shall not affect Its powers to function but shall 
be filled In the same manner as the original appointment was made. 

<o) The Board shall have an official seal which shall be Judicially noticed. 



Sec. 6. (a) The duties of the Board shall be — 

I<1) to establish and from time to time, as necessary, revise a comprehen- 
sive cost of production price for each specified commodity ;] 

(J) to establish and revise nn an annual basia a comprehcnaivc coat of 
produolion price for each gpemficA commodity ; 

(2) to establish cost of production price levels for specified commodity 
loans made or guaranteed under this Act; 

(3) to advise the President, the Secretary, and the Special Representa- 
tive for Trade Negotiations on International trade agreement negotiationa 
which pertain to agricultural commodities and on matters and policies affect- 
ing the importation of agricultural commodities ; 

(4) to seek and develop export markets for agricultural commodities pro- 
duced in the United States; 

(5) to allocate among producers on a fair and equitable basis productltiti 
or marketing adjustments established for any specified commodity ; and 

(6) to perform such other functions as may be necessary to carry out the 
poUciee and purposes of this Act. 

(b) Tlie Board shall hold public bearings prior to establishing a cost of pro- 
duction price for any specified commodity and prior to allocating production or 
marlieting adjustments among producers whenever such adjustments are estab^ 
llshed for any spedfled commodity. 

(c) (1) The Board shall consult with and advise the Secretary regarding the 
Improvement and implementation of the agricultural policies and programs of 
the United States. The Board shall, from time to time, submit to the Secretary 
such recommendations as the Board deems appropriate regarding tiie long-range 
production and marketing of each specified commodity. 

DUTIES OF THE cuAiauAR ; Acnno chaibuait 

Ssa 7. (a) The Chairman of the Board shall be responsible on behalf of the 
Board (or the executive and administrative operation of the Board, Including 
the functions of the Board with respect to — 

(1) the oreauization and supervision of personnel employed by the Board, 
except that each member of the Board may select and supervise personnel 
(or Ills personal staff; 

(2) the distribution of work and responsibilities among personnel and 
among administrative units of the Board ; 

(3) the expenditure of and accounting for funds appropriated for Board 
functions; and 

(4) the recruitment and hire of such employees, experts, advisors, clerical 
assistants, and other categories of personnel as the Board, in its sole dis- 
cretion, deems necessary to carry out effectively and efficiently Its duties 
and functions under this Act 

(b) The Chairman of the Board may from time to time designate any other 
member of the Board as Acting Chairman \a act In the place and stead of the 
Chairman in the absence of the Chainnan. The Chairman (or the Acting Chair- 
man) shall preside at all sessions of the Board. 

IltOEPENDENCE OF BOARD MBUBEB8 AND FEBSONIIBI, 

Sec. 8. In the performance of their functions under this Act, the members and 
other personnel of the Board shall not be responsible or subject to the supervl- 
aion or control of any officer, employee, or agent of the Department 
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BUDGET ixtt BOASD AonymEs 

Sec. 10. The Board Bliall prepare and Butaolt Hn aamual budget to tbe PresMeot 
for transaiiBBloti to tbe CoDKreas and aaeli budget eliall be sqwrate from the 
annual budget of the Department Tlie Board shall not be dwendeot In any wa7 
upon funds of the Department to carry out Its duties and functions under this 
Act. 

I, POWEBS or THZ BOABD 



Sec. 11. In carrying out Its duties and fnnctlons tinder thla Act, the Board shall 
have power to hold hearings, administer oaths, examine witnesses; and receive 
evidence at any place In the United States. 

COST or FBODnonoR pbices 

[Sec. 12. <b) Tbe Board slmll establish and announce a comprehenslre cost of 
production price for each spedfled commodity prior to the beginning of each 
marketing year for snch commodity. Such cost of production prices as established 
shall reflect cost principles and accounting procedures utilized by bnslaesa man- 
agement in industry and trade. In determining the coat of production for any such 
commodity the Board shall include as componenta of such price — ] 

Sec. 12. (o) The Board thall egtaiiUsh and annovnoe a comprehenHve cost of 
production price for each apecifiei commodity prior to the tegintiing of eiu^ 
marketing year for suofc commodity. Svch co»t of production prices at established 
shall reflect cost principles and acaovntinff procedures vtiltzeA By business man- 
agement in iioAustry and trade, and shail reflect the concepts of parity at the 
marketplace. In determinine the cost of production for any eommedity the Boari 
shall include as components of (uoA prJoe — 

' ( 1 ) variable costs ; Including a cost for hired labor at equivalent Industry 
wage levels ; 

(2) machinery ownership costs. Including current replacement costs of 
farm machinery and eifaipment ; 

(3) general farm overhead coats attributable to the prodactlon of audi 
commodity ; 

(4) a value for the management services contributed by the producer of 
such commodity ; 

[(5) a value for land utilised tn the production of such commodity, such 
value to reflect the value of farmland as valued for estate tax valuation pur- 
poses under section 2054(a) of the Internal Revenue Code of 1954 rather 
than reflecting values based on the current market value of real property 
used for agricultural purposes ; and] 

(5) a value for land vtilieed in the production of such commodity, such 
value to reflect the value of farmland as valued for estate tax valuation pur- 
poses under section 2032A of the Internal Revenue Code of 195i rather than 
reflecting values t>a»ed on the current market value of real property used 
for agricultural purposes; and 

(6) such other factors as, in the Board's discretion, should be included to 
accurately reflect the cost of producing such commodity. 

(b) The Board shall conduct public bearings prior to the beginning of eadi 
marketiiiE year for each spedfled commodity to give producers and other Inter- 
ested parties an opportunity to be heard on matters relating to the cost of pro- 
duction price to be established for such commodities for sudi marketing year. 

(c) The coat of production price for any specified commodity shall be es- 
tablished at a level which will provide incentive toward maximum efficiency in 
the production of such commodity and not at a level which will encompass those 
producers who are Inefficient in the production of such commodity. 

(d) The Board shall promptly notify tbe Secretary In writing whenever it 
establishes or revises a cost of production price for any specifled commodity for 
any marketing year and shall provide for tiie publication of such Information In 
the Federal Register. The Board shall also provide for such public announcements 
of such information as it deems necessary to make such information generally 
known to the producers concerned. 
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[Seo. 13. (a) Tbe following are prieea representatlye of projected coats of pro- 
duction for eadi specified commodity In calendar rear 1678, and are hereby estate 
llslied as the cost of prodnctlcni price for etch commoAty as set forth belov for 
the purposes of this Act : 

dry beans, $22.00 per hnndredwelght; 

wheat, $4.76 per bushel; 

sugar. #0.25 (raw) per pound; 

corn, S3.1K per bushel; 

soybeans, $6.60 per bushel; 

barley, $3.00 per btrahel; 

grain sorghnm, $6.89 per hundredweight ; 

oats, $1.68 per bnshel; 

cotton, $0.70 per ponnd ; 

cattle, $0.66 per pound ; 

calves, $0.66 per pound ; 

milk, $12.00 per hundredweight ; 

hogs, $0.60 per pound ; 

rice, $10.00 per hundredweight ; 

poultry, $0.40 per ponnd. 
[(b) Cost of product prices as established In subsection (a) shall remain In 
effect until supplanted or revised by the Board.] 

Bbc. is. (o) The following are price* repretentaUve of profeeted eoitt of pro- 
duction for each tpecifted commodity in calendar pear 1979, and are herebv ei- 
tablieked 09 the coat of production price for each commodity at set forth Moio 
for the purpoaet of thia Act: 

dry bean*. tlTM per hundredweight; 

wheat, ti.OO per ifuihel; 

gugar.SOJl (raw) per pound; 

com, $2,80 per huakel; 

soybeans, $6.00 per liuahel; 

harley, $3.00 per lughel; 

grain sorghum, $5.39 per hundredweight; 

oata, $1.65 per bushel; 

cotton, $0,65 per pound; 

cattle, $0.50 per pound; 

oalvea, $0.55 per pound; 

milk., $11.00 per hundredweight; 

hogs, fO-iS per pound; 

rice, $3.00 per hundredweight; 

poultry, $0.S5 per pound, 
(6) Cost of production prices as established in subsection (a) shall remain in 
effect until supplanted or revised by the Board. 

oUAauiTEE OF LOAKs: auount or ioahs: tebus 

[Sec. 14. (a) The Secretary shall guarantee in any year loans made by com- 
mercial lending institutions to producers of nonperlahabte specified commodities 
(a^ detennined by the Board). The amount of any snch loan (loan level) tn the 
case of any producer shall be an amount not In excess of an amount determined 
by multiplying the quantity of such commodity cm which swdi producers is eUgible 
for a loan under this Act by the cost of production price established by the Board 
for such commodity for the year concerned.] 

. 8kc, H. (a) The Secretary shall guarantee in any year the full amount of com- 
tnodity loans made by oommercial lending institutions to producers of nonperish- 
able specified commodities (as determined by the Board), The amount of any 
such loan (loan level) in the case of any prottucer thnll be an amount not in ms 
cess of on amount determined by multiplying the quantity of such commodity on 
which auoh producers is eligible for a loan under this Act by the cost of produc- 
tion price established by the Board for such commodity for the year concerned, 

(b) T^ term of snch loan shall be for snch period as may be agreed npon by 
the lender and the producer-borrower but In no case for a period longer than 
thirty-six months. 
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,■ (c> Na loan mar b« guaranteed under tbis Act unless tlie rate of interest 
thereon Is no greater th&h the rate of iuterest on comparable loans made by 
commercial lending institutions In the same area for the same puri)ose without 
the benefit of Fede^i^l guarantees. 

piBECT loa:( authority 

Sec. 15. (a) tThe Secretary is also authorized to make loans to producers of 
noDperishable spceifled commodities (as determined by the Board) on their crops 
through the facilities of the Commoditr Credit Corporation. Loans made under 
authority of tills section shall be made at a level not less than that prescribed 
in section 14(a). Loans made by the Secretary under authority of this subsection 
on any specified commodity shall he made at the same rate of Interest at which 
louns guaranteed under this Act are made ou the same commodity. The Secre- 
tary shall use the guarantee loan program whenever practicable lu providing 
an Initial loan to any producer on any specifled commodity. 

<b) Producers shall he entitled, upon apijlication to the Secretary, to obtain 
a loan from the Secretary as provided in subsection (a) on the commodities 
owned by such producers in an amount not leas than tliat described in section 
14. Loans made under this subsection shall be for an uuspeeifled period of time. 
Notwitlistauding the foregoing, no loan may be made by the Secretary on any 
specified commodity of such producer unless such producer has satisfied any 
prior loan made on such commodities which was guaranteed by the Secretary 
or unless the proceeds of the loan made by the Secretary are to be used to satisfy 
sucb prior loan. 

aOHSECOTmSE NATDSX OF LOANS ; ADJUSTMENTS FOR GRADE AflD OTHER FACTOBS ; 
tXtMPLIAHCB REQUIREMENTS 

[Sec. 16. (&) Loans guaranteed by the Secretary under section 14 and loans 
made under section 15 shall be guaranteed and made without recourse against 
tLe producer-borrowers and uo security other than the commodity on wblcb sucb 
loans are made shall i>e required.] 

Sec. 16. {a) No producer shall be eligible for a loan or guarantee ttnSer ihi» 
Act on any gpedfled commodity unleis »uch producer cotnpUet witft attj/ produc- 
tion adjustment allocated to iuch producer under thia Act and eomj>liei with the 
other requirements of this Act. 

(h) Tne Board may adjust the loan level for any specifled commodity on the 
basis of the grade, type, staple, or quality of such commodity. 

(c) No producer shall be eligible for a loan or guarantee under this Act on 
any specified commodity unless sucb producer complies with any production or 
marketing adjustment allocated to such producer under tbia Act and complies 
with the other requirements of this Act. 



Sec. it. (a) The Board shall establish for each specifled commodity mandatory 
release prices at which a percentage (specified by the Board) of the quanUty of 
that commodity under loan (made or guaranteed under this Act) must be re- 
leased for sale in domestic or export markets. Mandatory release prices shall be 
a condition of any loan made or guaranteed under this Act. 

(b) Mandatory release prices shall be established for each specifled com- 
modity prior to tbe start of the marketing year for such commodity and shall 
remain In effect for that marketing year. 

[(c) Mandatory release prices in the case of any specifled commodity shall be 
eatablisbed by the Board as a percentage of the cost of production price for that 
commodity plus storage charges and interest charges applicable to prevailing 
loans for that commodity.] 

(c) Mandatory release pricea in tM case of any 8pe<H/led commonly shall he 
established by the Board, aa a percentage above one hundred percentum of the 
cost of production price for that commodity plus storage charges and interest 
charges applicable to prevaiUng loans for that commodity. 

ATJTHOKrrr to call loans 

Sec. 18. The Secretary is authorized to call any loan made under this Act and 
secured by commodities comprising part of the National Commodity Reserve, if 
tlie Secretary determines that the domestic or foreign market for the commodity 



)y Google 



13 

for wblch Buch losn was made Is unstable because losufflcient qnaaUtlee of that 
commodit7 are belnx offered for sale, except tbat the iSecrctar; ma; oulj' call 
loans on such commodity at any time that tiie market price for such commodity 
Is at or above the mandatory release price established by the Board for such 
commodity. The Secretary shall cail the oldest outstanding loans first and pro- 
ceed chronologically to the newest loan outstanding ; escept that at no time eliall 
the Secretary call anj loans on any specified commodity if tbe calling of sucb 
loans will cause the price of such commodity to drop below the cost of production 
price currently in effect under this Act for sueh commodity. 

PBOHIBrtlON AOAIKBT RENEWAL OB EXTENSION OF CERTAIN LOANS 

Sec. 19. No new loan may be made or guaranteed under this Act with reHi>ect 
to any quantity of any specified commodity owned by any producer and no exist- 
ing loan may be renewed or extended on any Quantity of such commodity 
owned by any producer If such quantity of such commodity has been ordered re- 
leased from loan pursuant to section IT or the loan on such quantity of sucb 
commodity has been called pursuant to section 18. 

NATIOMAL COMMOOrrT eeseHve 

Sec. 20. (a) The Secretary, In consultation with the Board shall establish and 
maintain eacb year a national reserve for each of the following commodities : 
wheat, corn, grain sorghum, barley, oats, rye, rice, soybeans, cotton, sngar, and 
any commodity which may be stored from marketing year to marketing year 
made subject to the provisions of this Act by producer referendum conducted 
under section 24(a). The total quantity of all such commodities placed in re- 
serve under this section shall be known as the "National Commodity Eeserre", 

(b) The purpose of the National Commodity Reserve shall be — - 

(1) to provide quantities of certain commodities sufficient to maintain ade- 
quate supplies of such commodities In time of war and national emergency 
during periods of shortages occurring as the result of natural disaster, and 
to meet foreign demand for such commodities ; and 

(2) to provide a mechanism by which the producers of such commodi- 
ties may be protected from depressed prices caused by periodic overproduc- 
tion and excessive marketing of such commodities. 

(c) The Secretary, in consultation with the Board, shall designate the na- 
tional reserve for each commodity set forth in subsection (b) prior to the market- 
ing year for such commodity. 

(d) Loans secured by any quantity of commodities designated as part of the 
National Commodity Reserve may only he made through the facilities and serv- 
ices of the Commodity Credit Corporation. 

[(e) The Secretary shall accept applications from producers to designate quan- 
tities of commodities as part of the National Commodity Reserve, and shall desig- 
nate such quantities to enter tbe National Commodity Reserve based on the date 
of application, with quantities contained in applications arriving first entering 
the National Commodity Reserve until the quantity designated as tbe reserve for 
each commodity sbaU. be met, 

[<f) Any quantity of commodities designated as part of tbe National Com- 
modity Reserve may only be removed from reserve by action of the Secretary as 
provided In section 17 for a period of tliirty-six months. After the expiration of 
such period, commodities may be removed from the National Commodity Reserve 
if the owner of such commodities makes application to tbe Secretary to remove 
sncb commodities. Tbe Secretary Is authorized to establish sucb conditions upon 
the release of commodities from reserve by such applicaUons as may be necessary 
to maintain a National Commodity Reserve sufficient for the purposes of this 
Aet-l 

(e) TAe Secretary »haU accept appUcationt from producer* to deHgnate qwm- 
titieg of commodities a» part of the National Commodity Reserve, and sftoJI deHg- 
nate «wcA quantitiea to enter the tJational Commodity Beterve ha»ed on the date 
of application, wiith guantities contained in appUcationt arriving flrit entering 
the National Commodity Reserve until the guantity designated as the reserve for 
each oommodity shall be met. Application shaU he for a term of thirty-sia months. 

if) Any guantity of commodities designated as part of the National Commodity 
Reserve may only be removed from reserve by action of the Secretary as prortded 
in »ec(ion 18. Commodities may be removed from the National Commodity Reserve 
by the owner of such commodities if the owner makes application to the Secretary 

30-S2S— 78^ ~2 
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to remove atxA oommoSUtM. The Beorttwy U autlkoriaed to ettatMah oonMHon* 
upon Me releaan of eommooaiea from reterue fry "kA appUoatUmg at mav 6s neo- 
emarp to maintain a NatUmal OommoOitu B«ierve ntfflotent for the pvrpiUM of 
iKU Act. 

btokaob; PATUXiTi^ or sroKAta costs; ai^asi riXMxtna 

Sec. 21. Producers may, U tbey w elect, store on the farm any quantity of a 
speciSed commodity produced by them which luw been designated as a part of 
the National Commodity B«Berve. 

(b) The Secretary shall pay the storage costs for commodities stored as a part 
of the Natlooal Commodity Reserve, whether stored <»i the farm or In commercial 
facilities, bat only to the extent that snch costs do not exceed prevailing commer- 
cial rates. 

(c> WheneTCr a portion of the total oniuitity of any commodity cf any pro- 
ducer Is idaced In tbe National Commodity Beserve, the interest on that amount 
of the loan (made or g:uaraateed) attntnitable to sncli portion shall be paid by 
the Secretary. 

BBSPORBIBILnT rOB LOSS OB DESTBUCnoIT BESEBTX COUUODrTT STOCKS; BOTATIOn 

Sec. 22. (a) The owner of any specified commodity, a quantity of which has 
been designated by the Secretary for the National Commodity Reserve, shall be 
responeible for the proper storage and care of such quantity of such commodity. 
In tbe event tbat any snch quantity of a s]>edfled commodity for which any 
producer la responsible is lost or destroyed by reason of the negligence or mis- 
conduct of such producer, such producer shall pay to the Secretary an amount 
equal to the amount of the loan (made or guaranteed under this Act) secured by 
the quantity of such commodity lost or destroyed, plus any storage any Interest 
charges which may have been paid by the Secretary In connection with such 
quantity of such commodity lost or destroyed. 

(b) Under such reguladona as the Secretary shall prescribe, stocks of specified 
commodities designated as a part of the National Commodity Reserve may be 
rotated by producers to prevent spoilage and deterioration of such commodities 
and may be moved from one place of storage to another. 

PRODUCTION' MAn'AOEKBNT 

Sbc. 23. (a) Each producer of a spedfled commodity shall report In writing 
to the Secretary, through the appropriate office of the Agricultural Stabilization 
and Conservation Service, the quantity of such commodity such producer plans to 
produce in Che next production year. Such report shall be flled at such time In 
advance of the production year for such commodity as the Secretary determines 
will provide adequate time for allocating individual production adjustments for 
Buch commodity In the event production adjustments with respect to such com- 
modity are determined necessary. Copies of production reports flled under tbia 
section shall be furnished to the Board by the Secretary In snch manner as the 
Board may request. 

[(b) The Secretary shall evaluate the domestic stocks of spedAed commodities 
prior to the start of the marketing year for that commodity. If the Secretary, in 
consultation with the Board, determines on the basis of the information obtained 
under subsection (a) that the domestic stocks of any epectfled commodity, includ* 
Ing qnanQties designated for tbe National Commodl^ Reserve, will exceed domes- 
tic and fordgn demand for such commodity In the next marketing year and win 
exceed quantities needed for a reserve sufficient to accomplish the purposes of 
this Act, unless a production adjustment Is estabUshed for such commodity, the 
Secretary shall determine and annonnce a production adjustment for Qie next 
production year for such commodity. The production adjustment for any such 
commodity shall be apportioned among the [ffodncers of such commodity by the 
Board and the reduction in production shall be equally applied to all producers.! 

(6) The Secretary thall ev^uate the domestic Hock» of specified nommodiMe* 
prior to the start of the marketint year for th^it commodity. If the Secretary, in 
consultation loith the Board, determines on the basU of the information oitainetl 
under gubsection (a) that the domettifi stocks of any specified commodity, in- 
cltidinff quantitieg designated for the National Commoditv Reserve, wilt exceed 
domestic and forei^ demand for such commodity in the next marketing year, 
the Secretary shall determine ond announce a production announcement for the 
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next production year for such oomModUv. The production adjuitment for any 
commodity ghall be apportUmed amonff the producerg of luch eommodUv by '*« 
Board and the reditcWow in frodmction »fc«II be equate applied to Ml prwditoers. 

(c) Ba(± producer required to redww productloB o( any epedflcd coiwDOdlty 
as the resnlt of « production adjustment ahall remove from productloH of such 
oomiDOdity average prodnrtlon quaUty land (In the cflBe of a soil produced 
commodity ) and such land shall be contigaotM or in fleldelzed pieces. 

(d) No crop may be harvested from laod removed from production under this 
Bection and such land may not be used (or grazinf purposes. In the event that 
any jwoducer snbjeet to a production adjustment produces a crop er graaes Uve- 
Btoclf on land removed from production by ancfa adjustment, such ^«dncer sfeaU 
be subject to a civil penalty as followB : 

C(l> If the nap produced on land removed from production under a 
prodnctloa adjuatment Is a cr<^ of a fq)eciaed commodity, the producer shall 
be liable to the United States for an amount equal to the cost of productton 
price for the commodity product on such land multiplied by the nc»initl 
yield for such land, and the entire crop d the apedfled commodity i^odnced 
by such producer. Including the crop of such commodity produced by 8uc4k 
producer on land removed from production aside nnder a production adjust- 
ment, ^all be subject to a lien Id favor of Che United States.] 

(J) // the crop produced on land removed from producUOH under o pro- 
duction ad}a»tment i» a crop of a apecijied oonvmo^tj/, the producer thall be 
Uable to the United States for an amount equal to the cost of production 
price for the commoditjf produced on sseA land multipUei fry the normal 
yield for »ueh land, and the entire orop of the tpeoified commodity produced 
by such producer, ineluding the drop of »uch commodity produced by such 
producer on land removed from production under a production adjustment, 
thall be subject to a lien *n favor of tlie United States. 

(2) If the cn^ produced on land removed from prodnctlon nnder a pro- 
duction adjnstment is a crop of an agricultural commodity not subject to 
this Act, the producer shall be Uable to the Uolted States for an amount 
equal to the cost of jiroduetlon price for the spedfled commodity which 
constitutes the producer's largest crop in the crop year concerned multiplied 
by the normal yield of such specilled commodity for the land on which the 
e^amodlty (not subject to this Act) was produced, and the entire crop of 
such specified commodity produced by such producer shall be subject to a 
lien in favtw oi the United States. 

(3) If the land removed from production !n any marketing year by a pro- 
duction adjustment Is used by a producer for grazing purposes, then such. 
producer shall be Ineligible for the loans and loan guarantees established 
by this Act for that marketing year. 

(e) The Secretary shall authorize by r^^ilttlon the use of marketing cards 
and any other procedure which. In his discretion, may be necessary to enforce 
produce compliance with the production adjustments established by this section. 

(f> ProductloB adjustments established in any year for any specified com- 
modity shall apply to all producers of such commodity whether or not such 
producers apply for and receive loans or guarantees under this Act. 

(g) In establishing production adjustments In the case of milk and dairy 
products, perishable commodities (as defined by the Board), cattle, calves, hogs, 
end xK>ultry, the Board may utilize production bases, quotas, or allotments, or 
any combination thereof. 

(h) No production adjustment may be established for milk or dairy products, 
perlahaUe commodities fas defined by the Board), cattle, calves, hogs, and poul- 
try, unless a majority of the producers of such commodities vote in favor of such 
adjustments in a referendum of such producers conducted by the Board. 

<i) Any quantity of a spedBed commodity produced for human consumption 
on the farm on which produced shall be exempt from the provisions of this Act. 
Acreage used for research purjwses and seed stock shall also be exempt from the 
provisions of this title, subject to regulations Issued by the Secretary. 

(j) No payments shall be made by the Secretary for any land removed from 
the production of any specified commodity as the result of a production adjust- 
ment made under this section. 

(k) The Secretary Is hereby authorized to Issue such res«lalions as may be 
necessary to require that acreage removed from production under this Act shall 
be devoted to soil conserving uses. 
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Sbc. 24. (a) I( 15 per centum or more of the producers of any agrlcaltnral 
commodity, other than a specified commodity, petition the Board in writing for 
a refereudum of the producers of such commodity on the question of whether 
or not such commodity should be a specified commodity for the purposes o£ this 
Act, tlie Board shall, within slitj days after yalidatlng the petition, conduct a 
referendum by secret tialiot of such producers. If a majority of the producers of 
such commodity voting in auch referendum vote in favor of making the provi- 
sions of this Act applicable to such commodity, then, on and after the date on 
which the results of such referendum are determined, such commodity shall, for 
the purposea oC this Act, be considered a specifled commodity. 

(b) If 15 per centum or more of the producers of any epeelfied commodity 
petition the Board In writing for a referendum to determine whether the pro- 
ducers of such commodity wish to terminate the program provided for under 
this Act with respect to such commodity, the Board shall, within slity days after 
validating the petition, conduct a referendum by secret ballot of the producers 
of such commodity. If a majority of the producers of such commodity voting in 
such referendum vote to terminate the program provided for in this Act with 
respect to such commodity, then, within a period of ninety days after the results 
of such referendum are determined, such commodity shall no longer be considered 
as specified commodity for purposes of this Act ; but nothing In this paragraph 
shall be construed to prevent the subsequent application of the provisions of this 
Act to such commodity pursuant to the procedures provided Cor in paragraph (I). 



Sec. 25. (a) The Board shall notify the Congress in writing of any cost of 
production price proposed to be established by the Board under this Act. No such 
proposed section shall become effective unless (1) thirty days of continuous ses- 
sion of the Congress have expired following the date on which notice of such 
proposed action is received by the Congress, and (2) neither House of Congress 
had adopted, within such thirty-day period, a resolution disapproving such pro- 
posed action. 

(b) For purx>oses of this section, the continuity of a session of Congress is 
broken only by an adjournment of the Congress sine die, and the days on which 
either House is not in session because of an adjournment of more than three days 
to a day certain are excluded in the computation of such thirty-day period. 



PABTICIPATION BT HECBETABT IN PUBLIC HEABIBQS COHDUCTEn BT THE BOABD 

Sec. 26. The Secretary may participate in any public hearing held by the Board 
but shall comply with the rules of procedure established by the Board for the 
conduct of such hearings. The participation of the Secretary In any hearing con- 
ducted by the Board shall not affect the obligation of the Board to assure pro- 
cedural fairness to all interested parties. 

lUFOBT AHD EXPORT OP iORICULTimAI, COMMODITIES 

Sec. 27. No quantity of any specified commodity may be Imported Into the 
United States in any year at a price less than the domestic cost of production for 
such commodity as established by the cost of production price for such com- 
modity for such year, adjusted by appropriate transportation and handling 

AUTHOBITT TO IMPOSE CUSTOU DtrriEB 

Sbc. 28. The Board Is authorized to Impose upon specified commodities im- 
ported into the United States such custom duties as may be necessary to maintain 
the price of such Imported commodities at levels established under this Act for 
the same kinds of commodities produced In the United States. Moneys collected 
on Imported commodities as the result of action under this section shall be 
utilized by the Secretary in his discretion to make specified commodities pro- 
duced in the United States competitive in foreign markets. 
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Cmihiudm fubchabe puce for 

BXPOBT 

CSec. 29. No specified commodltr produced in the United States mar be pur> 
chased in an? year b? tbe Secretary or any department or agency of tbe Gov- 
«rnn)«nt for use In carrying out any food assistance program In any foreign 
country at any price less than a price equal to the cost of production of such 
commodity as established by the cost of production price for such commoidity 
for such year.l 

(Note: Original Sections 30 through 30 are redesignated as Sections 20 
through 35.) 

IHBPECnOir BTARDABDB 

Set. 29. All quality inspection requirements applicable by law, Executive 
order, or regulation to domestically produced agricultural commodities shall be 
applicable to imported agricultural commodities of the same type as a condition 
of the entry of such Imported commodities in the United States. 

ATTIHOBIZATION FOB APPBOPBIATIOKS 



JTmiSDICnON OF DISTRICT COURTS OF THE trKITED STATES 

Sec. 31. Notwithstaodit^ the amount In controversy, the district courts of 
the United States stall have exclusive original Jurisdiction of all cases or con- 
troversy arising under this Act, or unBer rules, regulations or orders Issued 
exclusively thereunder. 

APPLICABILITr or OTHER I.AVS 

Sec. 32. Any provision of law in effect on the day before the date of enactment 
of this Act which Is applicable to any agricultural commodity to which this Act is 
also applicable, to the extpnt inconsistent with the provisions of this Act, as 
determiiied by the Secretary in consultation with the Board, shall be null and 
void on and after the date of enactment of this Act. 

AUEHDMENT «> TTTLS t TTnlTED STATES CXIDE 

Sec. 33. Section 6316 of title 6, United States Code, is amended by adding at 
the end thereof a new paragraph as follows : 

"(122) Members, Natfonal Board of Agricultural Governors.". 

BULEB Aim BEOinATIOHB 



BEPABABJUTT CLAUSE 

Sbo. 36. If any provision of this Act, or the application thereof to any person 
or drcumstftiice, is held Invalid, the validity of the remainder of the Act and the 
application of such provision to other persons and clrcumBtanceB ehall not be 
affected thereby. 

[The following material was submitted by Senator Hodges :] 
GovEBNMBNT Otm.AT Ukdkb S. 2626 

Government outlays for farm price and Income support could be greatly re- 
duced through implementation of S. 2626. Under the Food and Agriculture Act 
of 1977, the Commodity Credit Corporation is liable for large annual cash pay- 
ments (deficiency payments) to support farm income when prices are low. S. 2626 
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wonld do away wltb defldJ^Mr paynwDta and wonld Instittibe "floor" prices 
tbrongti commodity loans at levels that wonld support farmer's Incomes wlthont 
requiring govemment tranfer payments. Because moat of the commoditf loans 
wonld fiTentnallr be repaid, only tbe first year of operation under S. 2826 wonld 
reqnlve ontlays of a magnlttide comparable to the Act of 197T. Annual outlars 
tbat woidd be limited to the dlBerence between loans made and loans repaid 
(wblcb In some years wonld mean a net receipt, as repayments outwelgbed new 
loans), pins storage and interest cbarges on tlie farmer-held commodity reserve. 
The following table shows projected government outlays for price and income 
sai^ort, Vtn to FT6S, under the Act of IB7T and under B. 2926, 

PROIECTEO OWEiniMENT OUTLAYS FISCAL YURS ltT».«3 
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USDA has not re-estimated its budget projection since Demmbet and recent 
commodity price IncreaBes have probably improved the coat outlook. These nnm- 
bers, however, reflect the type of budget exposure that the government bears 
under the Act of 18T7. The casb payment share of Uiese ontiays alone averages 
almoHt |1 billion annually. 

Senate COMumEE on AoaionLTDBB, NunUTioN, aitd Fohestky 
(Staff explanatlw of B. 2628) 



8. 2626 provides for a comprehensive farm program whldi would replace exist- 
ing programs, diie principal "specified" commodities covered are wbeat, com, 
grain sorghum, barley, oate, dry beans, rice, soybeans, «ottoa, sugar, cattle (ex- 
cept dairy cattle), calves, hogs, poultry, and milk and dairy products. 



(1) Cost of production prices for each commodity would be established for 
1978 or until revised by a National Board of Agricultural Governors representing 
producers, consumers, labor and business. Cost of production prices establlslied 
by the Board wonld be used aa a basis for both guaranteed and direct loans to 
producers and for the purpose of determining release prices for commodities for 
sale In domestic and export markets. 

(2) A "National Commodity Heserve" would be established for storable com- 
modities deeif^ated In the bill or made subject to tb« provlolcais of tlie Mil by 
producer referendum. Interest on loans on commodlttes {itaced In the reserve 
by producers aa well as storage costs on such commodlttes w»nld be paid by the 
Secretary. 

(3) Producers of "specifled" comm odi ties would be required to report the quan- 
tities of such commodities to be produced In each subsequent production year. 
From these rcftorts the Becretary would be required to determine whether 
stocks of such a commodity wonld exceed domestic and foreign demand for such 
commodities and reserre needs. If aiK^ sto<^u at any commodity were found 
recessive, the Secretary wound be required to announce a production adjustment 
for tbe next prodtictlon year for such cranmodity, w*leh adjustment would then 
be applied to all producers. Producers of commodities subject to such prodncMoB 
adjustment would be required to comply or be subject to civil penaltlM. 

(4) Commodities could be added to or eliminated from tbe program throngb 
producer referendums. 

(5) Restrictions precluding the Importation of commodities subject to the 
lefflslation at any price less than the domestic coat of production would be Im- 
poKcd. The Board would be authorized to impose such custom duties as might be 
necessary to maintain such prices. 
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(6) No commodltj nib}«ct to tbe bill eonU be poicbased in any rear by the 
aoTemmant for nae la anr food uslituiea pragnua la any f (welsn country at 
a price less than a price eqoal to the coat ot production price. 

tarUJLB OF THE BIU. 

SatioMol Boar4 of AfHiwtttiral Oovtmort 

Tbe bill wonld establish a twenty-one member board to be anointed b? Uie 
PresldeDt for thre»-year teniu. Twelve membera of the Board would repce«ent 
eedi of tbe twelve Farm Oredlt DiBtrtcta. Tbey wonld be named by the Presideiit 
from a date of prMliieer>DomliieeB aelectwl Qiroo^ state eonTentlonfl and an 
electifHi process described fn tb» bllL "nireo mMnben of the Board would be 
appointed by the Presldmt fr<Mn a slate of six persons nominated by tbe Secre- 
tary to represent the Interests of "spedfled" commodltiea not otherwise ade- 
quately represented by Qio persons sheeted fran the Farni Credit Districts. 
Two members each wonld be ai^tointed from among persons nominated by 
consnmer organisations, organised labor, and business <vganl£atlonB. One of 
the members selected by tbe President frmn a l^rm Credit District wonld be 
designated by tbe I^resldent as Cbaiiman of die Board. 
DvtUt of tlie Board 

The Board would be required to establish a coet of producttcm price for eadi 
"spe<dfled cwnmodlty", i.e., wheat, corn, grain sorghnm. bariey. oata. dry beans, 
rice, soybeans, cotton, sugar, cattle (except dairy cattle) calves, hogs, poultry, 
and milk and dairy products as welt as any commodities added to tbe list by 
producer t<eferMidum. The Board would also establish cost of production price 
levels for direct or guaranteed commodity loans; advise on trade negotiations; 
seek and develop export markets ; allocate production or marketing adjustments ; 
and, perform such other functions as may be necessary to carry out the Act. 
The Board would also be directed to consult and advise the Secretary on agrl* 
cultural policy and programs. S^arate funding autbority for the Board would 
be provided so that tbe Board would not be depeodrait on tbe Departmnit of 
Agriculture. 
Coit of Production Priee* 

The comifonents of the cost of production price to be established each year 
for eadi commodity would include variable costs ; machinery costs ; general farm 
overhead attributable to the commodity ; a value for managem»it services for 
the commodity ; and a value for land utHised In the production of the com- 
modity. Land valnee would be based upon the valuation of land for IRS estate 
tax purposes. The cost of production price would be set by the Board at a level 
to provide Incentives toward masimnm efficiency In the production of the com- 
modity. For 1&78 the bill would eetablish, the following cost of production prices : 
dry beans, {22.00 per hundredweight: wheat. |4.76 per bushel; sugar, f0,25 
(raw) per pound ; com, $3.1B per bushel ; soybeans, $0.60 per bushel ; barley, 
$3.00 per bushel; grain sorghum, $5.39 per hundredwMght ; oats, $1.6B per 
bushel ; cotton, $0.70 per pound ; cattle, $0.65 per pound ; calves, $0.65 per pound ; 
islUc, $12,00 per bun fl red weight ; hogs, $0.60 per pound ; rice, $10.00 per hundred- 
weight; and poultry, $0.40 per pound. These prices would remain In effect until 
Buntlauted or revised by the Board. 
Loan Authority 

The Secretary would be required to guarantee loans made to producers of 
nonperishable "spedfled" commodltiee by commercial lending institutions. The 
amount of any guaranteed loan would be not In excess of an amount determined 
by multiplying the rjuftntity of the commodity by the cost of production price 
established for the commodity for the year Involved, The term of the loan would 
be that agreed upon by the lender and the producer-borrower but not in excess 
of thirtj-Bix (S6) months. The rate of Interest would be the commercial rate 
In the area. Direct loans through the facilities of CCC by the Secretary would 
also be authorized at a level not less than tho guaranteed loana and at the same 
rate of Interest. Both direct nnd gnaranteed loans would be nonrecourse and 
would require no security other than the commodity Involved. No producer would 
be eligible unless he complied with his production adjustment allocation. Loans 
would be required to provide for a mandatory release price. This price would 
be established before the marketing year for each commodity and would be at 
a specified percentage of the cost of productloa price of that commodity plus 
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oarrylng charges. The Board woulfl be required to specify a percentage of the 
commodity whicli must be released for sale In domestic or eiport markets when 
the mandatory release price is reached. 
National Commodity Reserve 

The Secretary, In consultation with the Board, would be required to establish 
and ni.iintain a national reserve for wheat, com, grain sorghum, barley, oats, 
rye, rice, soybeana, cotton, sugar and any storable commodities made subJeiA 
to the blli by producer referendum. Commodities would be placed In the reserve 
upon application from producers for a period of thirty-six months. A, com- 
modity could be removed from reserve if the Secretary determined that Insuffl- 
dent quantities of that commodity were being offered for sale, but only if the 
market price for the commodity was then at or above the mandatory release 
price established by the Board for the commodity. Storage costs and Interest on 
commodities placed In reserve would be ipaid by the Secretary. 
Production Management 

Producers of wheat, core, grain sorghum, barley, oats, dry beans, rice, Boy- 
beaiis. cotton, sugar, cattle (except dairy cattle), calves, hogs, poultry, and milk 
and dairy products and any other commodities added by referendum, would 
he required to report each .rear the quantity of such commodities they plan to 
produce in the next production year. If the Secretary determined on the basis 
of these reports that domestic stocks of a commodity would exceed domestic 
and forei^ demand and an appropriate reserve, the Secretary must determine 
and announce a production adjustment for the aext production year for any 
such commodity. The production adjustment would then be equally applied to 
all producers of the commodity and they would be required to comply or be 
subject to civil penalties. No production adjustment could be established for 
dairy products, perishaiile commodities (as defined by the Board), cattle, calves, 
hogs, and poultry unless favored hy a majority of producers in a referendum 
conducted for such commodities. No payments for land removed from produc- 
tion would be made. 
Referendums 

If fifteen percent or more of the producers of any agricultural commodity 
(other than those "specifled") petition for a referendum on the question of 
whether or not such a commodity should become a "specifled" commodity the 
Board must conduct a referendum of such producers. If a majority of the pro- 
dncera of the commodity favor including the commodity in the program, ttien 
the commodity would be included. By similar referendum producers of "Speci- 
fled" commodities could terminate the program tor that commodity. 
Significant Mticellaneout Provisions 

The Board would be required to notify Congress of any cost of production 
price proposed hy the Board. No price would become effective until the expira- 
tion of thirty days of continuous session of the Congress. In the meantime, U 
either House disapproved the proposed price, it would not become effective. 
Imports at less than the established cost of production prices would be pro- 
hibited. Authority Is given to the Board to Impose custom duties necessary to 
maintain the cost of production prices. Commodities could not be purchased by 
Government agencies for use in foreign food assistance programs at less than 
cost of production prices. Imported commodities would be subject to the same 
quality inspection requirements as domestic commodities. All existing leglsla- 
tlon in conflict with the bill will be null and void on enactment of the new 
legislation. 

[The following report was subsequently submitted by USDA;] 

Depabtmeht op AoRicrLTimB, 

Office of the Secretabt, 
Washinffton, D.O., June 5, 1978. 
Hon. Hbbm*h B- Talmaogb, 

Chairman, Committee on AgrUmltwe. WwMfion, and Forestry, U.S. Senate, 
Washington, B.C. 
Dkak Mb. Chaieman : This Is in response to your request for a. report on 
8. 2626, "To provide price and Income protection for agricultural producers by 
assuring such producers a price for their agricultural commodities of not less 
ttian the cost of producing such commodities ; to assure consumers an adeqnatfl 
supply of food and fiber at reasonable prices ; and for other purposes." 
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The Department oppoaea enactment of tbls bill. 

Thia bill would estabUsH a National Board of Agrlcnltural Governors to 

assume many of the responsibilities for formulating and adminlateriog agrl- 
(niltural policy now vested wltb the Secretary of Agriculture. The Board, among 
Its duties, would determine the costs of producOon, ss defined in the bill, for 
agricnltoral commodities. The bill would require that prices be supported at 
the coat of production tor speciQed commodities unless disapproved by pro- 
ducers in referenda. Similar price supports would be required for any other 
agricultural commodity upon approval by producers in a referendum. 

The Department conalders the baaing of income supports for farmers on costs 
of production to be a sound and workable concept. We supported the provisions 
in the Food and Agriculture Act of 1977 which base tbe target prices on produc- 
tion costs. The current programs will provide payments to producers of tbe 
major crops if raarltet prices are below the cost-of-prodncUon-determlned target 
prices. These payments will not guarantee farmers a profit, but Instead provide 
a measure of Income support In periods of depressed prices. Other measures. 
Including tbe announced set-aside of acreage In 197S and tbe isolation of 
surplus grain from the market In a farmer-owned reserve, will keep prices at 
a level that would provide producers reascmable incomes without Govemm«it 
payments in most years. 

B. 2626 would set interim support rates well above our estimates of average 
production costs. Maintaining the price levels In tbe bill would require substan- 
tial production cutbacks and tight marketing controls. As a result, food costs 
would Increase. Maintaining the specified price levels for perishable commodities 
and livestock may be infeaslble administratively and would be potentially costly 
to the Government 

The Department is also concerned about tbe transfer of authority to a Na- 
tional Board of Agricultural Governors. To implement and carry out an efEee- 
tive agricultural policy that meets the needs of both farmers and consumers re- 
quires the use of the broad authorities now vested with the Secretary of Agri- 
culture. The bill, by diluting tbe authority of the Secretary of Agriculture and 
transferring powers to an independent board, would make the procedures for 
the establishment of agricultural policy fragmented, cumbersome, and less 



Enactment of the proposed legislation would not necessarily require an in- 
crease In Government expenditures if production controls are used to keep prices 
at tbe specified minimum levels. Tbe increase in returns to farmers would in- 
stead be paid by conanmera through higher food prices. 

Tbe Office of Management and Budget advises that there is no objection to 
the presentation of this report and that enactment of S. 2626 would not be in 
accord with tbe President's program. 

Bob Bebolakd, Secretari/. 

Senator Hodges. I did not intend to take that long. I apologize to 
Mr. Fitzfrerald. who is our first witness. I feel very strongly alxmt 
this problem, Mr. Fitzgerald, and I know you, perhaps, feel as 
strongly the other way. 

At this time, I will hear testimony from Mr. Ttay Fitzgerald, Ad- 
ministrator of the Agricultural Stabilization and Conservation Serv- 
ice. Mr. Fitzgerald, when I was growing up, I used to work and meas- 
ure crops for the ASCS back in the fifties in Arkansas. Thank you, 
and you are welcome. 

STATEMENT OF HAT EITZGHIAID, ADMINISTRATOR, AOBICUL- 
TtTRAL STABILIZATION AND CONSERVATION SERVICE, IT.S, 
DEPARTMENT OF AGRICULTTTRE 

Mr. Fitzgerald. Mr. Chairman and members of the committee, I 
appreciate the opportunity to appear today before this distinguished 
committee to discuss S. 2626, the proposed Consumer and Agricul- 
tural Protection Act of 1978. 
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The biU would establish a National Board of Agricultural Gover- 
nors who would be appointed b; the President from nominees sub- 
mitted by consumer organizations, organized labor, bnsiness organi- 
zations, farmer organizations, and the Secretary of Agriculture, The 
Board would assume some of the responsibilities for formulating and 
adminiateringpolicy and programs now vested with the Secretary of 
Agriculture. TiiB Board would determine the costs of production for 
agricultural c<Hnmoditie8 based on definitions described in the bill, 
and would allocate production quotas to individual producers. In ad- 
dition, the Board would give advice on international agricultural 
matters and would seek to develop export markets for U.S. 
commodities. 

A major economic impact of the proposal is the requirement that 
prices for specified nfrnperishable commodities be supported at the 
cost of production unless disapproved by producers in referendums. 
Similar price supports would be required for other nonperishable com- 
modities upon approval through a producer referendum. The price 
supports would oe provided to farmers through nonrecoiirse loans 
made either by the Secretary or by loans from private lenders with 
guarantees by the Secretary. The bill sets interim cost of production 
prices that would be the basis for price supports until the Board 
would make its own estimates. 

The Department favors an agricultural policy that will oflfer farm- 
ers the opportunity to earn a fair return. Since assuming office last 
year, this administration has worked hard to develop programs that 
would assume a healthy and viable agriculture. When we took office, 
grain surpluses were accumuIaiCing with prices falling. Inflation was 
rocketing farm costs upward. As a result, the income position of farm- 
ers was threatened and debt continued to accumulate, although! many 
creditors were forced to tighten their farm lending. 

The Food and Agriculture Act of 1977 was put together under these 
difficult circumstances only through months of work, compromise, and 
cooperation. Its provisions satisfied no one entirely, which is to be ex- 
pected given the magnitude and complexity of the act. The legislation 
does give us the tools to administer a food and agriculture policy in 
a manner fair to producers and consumers alike. 

Target prices for the major crops were raised to realistic levels based 
on production costs. The outdated allotment system was discarded, so 
that income protection was made consistent with current production 
patterns, A system of grain reserves has been implemented to assure 
our foreign customers a dependable supply and to remove some of 
the roller coaster price patterns of the previous several years. In addi- 
tion, the recently passed Emergency Agricultural Act of 1978 gives 
us additional authority to properly reward farmers who are wuling 
to set aside acreage in periods of surpluses. 

We are utilizing the authorities given to ns by Congress in the 
past year, and the results are becoming evident. Grain prices have 
strengthened, a result of transferring surpluses to reserves program, 
the apparent success of the announced set-aside and diversion pro- 

frams, and strong exports. The deficiency payments made to wheat, 
arley, and grain sorghum producers provided a needed cash inflow. 
The acreage diversion advance pavments to feed grain and cotton pro- 
ducers help as well. The livestock industry appears to be regaining 
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its health after a long period of distress, particularly ranchers uid 
cattle feedeis. 

Our programs have begun to achiere the objectives that were estab- 
Hshed ev«i thoogh there has only been a limited time for them to 
work. With add^onal time, the current programs will bring further 
improveiaQntB to the faun eocHiomy. 

The Department supports the objectives implicit in S. 2626, but we 
do not believe its passage would be ia the best Icmg-term interests of 
tJie Nation's eoontHny. The Department must tlierefore oppose enact- 
ment of 3. 2626. 

We agree with some of the concepts embodied in the bill, such aa 
basing income aif^Kirts for farmers on costs of production. However* 
the interim support levels in the bill are at such a high level that they 
could di^nipt to bring ruin to some sectors in agriculture. Also, the 
fragmentation of authority now vested with the Secretary of Agricul* 
ture would make the process for establishing and implementing food 
and agricoltTiral pohcies fragmratted, cumheraome, inefficient, and 
less resp<Hisiye to the needs of producers and oonaumers. 

The interim support rates established by this bill are well above the 
average costs of production. It is recognized that production costs vary 
coDsiaeraUy among farms and regims, and that they are difficult to 
estimate, but the USDA estimates have been carefully prepared based 
on infonnatifxi furnished by farmers. Our figures mdicat© that the 
interim cost of production prices would be the support prices under 
the bin and are above projected costs for 1978 by about $1.60 per bushel 
for wheat, $1 for com, $1.30 for soybeans, and 10 cents per pound for 
cotton. 

There is a similar relationship for other ccMnmodities specified in 
the bill. To maintain the price levels indicated in the \)in would require 
severe production cutbacks in response to a substantial reduction in 
exports and some fall-off in domestic use. Marketing controls would 
have to be imposed to maintain a reasonable supply/demand balajice. 

The livestock industry would be severely disrupted again by the bill. 
The higher feed prices would pat many producers back into a money- 
losing situation. Unless the production controls on crops were care- 
fully implemented, traditional livestock producers would be threat- 
ened from the competition posed by grain producers who would other- 
wise avoid acre^;e reducticsis by feeding instead of selling their grain. 
The livestock industry is just coming out of a very difficult period 
and certainly could not stand the shocks that would be introduced 
by the provisions of this bill. 

The higher prices mandated by this bill would largely be capitalized 
into higher land values. The support prices would lead to escalating 
land values, which, in turn, would result in higher costs of production 
and increased support rates. A spiral in land and commodity prices 
could result. For the renter, who accounts for more than half of the 
production, the provisions of the bill would result in higher rents to 
the landowner, with the tenant able to benefit only to the extent that 
the owner was willing to share. 

The net result would be higher farm incomes in tlie aggregate, but 
lower returns for livestock and some crop producere. a reduction in 
exports, and tight controls on production. Food prices would jump, 
accentuating inflationary pressures and slowing the overall economic 
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growth. Federal outlays, especially for those programs tied to the cost 
of living index, would increase. It would be a move to heavy Govern- 
ment controls and regulations in agriculture. 

Instead of introducing the drastic changes mandated by this bill, 
let us continue to operate using the tools available. Give us a fair 
chance to administer the comprehensive agricultural policy based oa 
the provisions in current law which were enacted only last year. 

I tnank you for the chance to appear this morning. 

Senator Hodges. Mr. Fitzgerald, is the overall purpose of the 1977 
Farm Act to increase farm prices above their current levels ? The rea- 
son I ask is that Mr. Bergland has consistently said that if we will 
let the 1977 Farm Act have a chance, prices will rise in the major 
commodities. 

Mr, FiTZOERAU). That is certainly one of the purposes, Senator, of 
the act. 

Senator Hotxjes. Let us take three or four commodities we are all 
familiar with : Wheat, com, soybeans. What levels, in your estimate, 
would be prices that would bring a profit to, say, a majority of those 
that produce it ? 

Mr. FrraoERALD. I am not able to answer that. I am really not quali- 
fied to answer that, Senator, because I am not an economist and I 
do not take part in the economic research of agriculture. 

Senator Hodgrs. So, when you made this statement on page 4 — so, 
you really do not know the cost of production, then ? 

Mr. FrrzaBRALD, No; I do not, and my agency is not responsible for 
determining costs of production. 

Senator Hodges. So, you really have been sent over here to read 
the statement, and you do not know the accuracy or inaccuracy of the 
statement ? 

Mr. FrrzoERAiJ>. There is much truth in that, yes, sir. 

Senator Hodges. So, you are not in a position to respond to anything 
eaid in this statement ? 

Mr. FrrzoERALD. Oh, I can respond in general. I did not have ft 
chance — as I say again, I did not have a chance to study the bill, ana- 
lyze the bill, and I am not responsible for any analysis of this partic- 
ular bill. 

Senator H<hx)es. If the purpose of the 1977 Farm Act is to have 
increases in prices above where they are now, then the 1977 Farm Act, 
if it accomplices what it set out to do — higher prices — win have the 
same result that this bill will, will it not? 

Mr. FrrzoERALD. Yes. It is a matter of dej^ree : yes, sir. 

Senator Hodges. In ctfect. what we are saying is that because we 
make all these very dire predictions as a result of higher farm income, 
we are saying, in effect, we really do not want or need or desire higher 
farm income from an overall economic standpoint of the Government. 

Mr. FrrzGERALD. It is my impression. Senator, that the purpose of 
the act and the purpose of the Department of Agriculture is to increase 
prices and farm income. 

Senator HoDGKS. Well, if you do that, then you are going to capital- 
ize those higher prices into higher land values. 

Mr. FrrzoERALD, To some extent, that is true. 

Senator Hodtes. And that will lead to escalating land values. 

Mr, FrrzGEKALD, That is true. 
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Senator Homes. Under your 1977 Farm Act And that is a spiral 
in land and commodity prices — that would result, would it not? 
Mr. FiTZGERAU), Yes, sir- 
Senator HoDGEfi. In otiier words, as you tell these wheat farmers and 
com fanners and soybean farmers, "Just hold on ; we are going to bail 
you out; give our act a chance to work," you are also saying that, 
"We really see dire consequences of that also," ■are you not? 

Mr. FrrzoERAUi. No. I think the rate of increase and the problems it 
gives other producers in the economy, in the agricultural economy 
are important considerations. 

Senator JIodoeb. So, you are, in essence, agreeing with what I said 
earlier, that cme part of agriculture is not going to do well if another 
one does well- 
Mr. FiTzoEBALD. Not necessarily. What I am trying to get at is — 
I used to feed cattle, and the principal cost of the feeding was the 
cost of feed. Cattle, right now, are starting to recover from a very diflS- 
cult period of years, and some of the people who were my neighbors are 
doing all right. If their input, their major input were incre^ed rather 
radically and dramatically and fast, they would have a difficult time 
adjusting. 

Senator Hodges. Do you have any idea of how much each year farm 
costs are going up, the percentage ? 
Mr. FrrzGERALD. No ; I do not. 

Senator Hodges. At least inflation, would you agree with that, 6 
to 10 percent a year ! 
Mr. FrrzGERAUj. Yes, sir. 

Senator Hwwes. So that, you should add on at least 10 percent on 
to the present prices simply to cover the increase in the cost of produc- 
tion to farmers? 

Mr. FrrzoBRALD. Well, I am not qualified to say it is 10 percent, 
but it certainly is an increase, yes, sir. 

Senator Hodges. But you are not in a position to really discuss any 
prices, and you really do not know — on page 4, when you say these 
things — ^whether ^ese will happen or not, do you ? 
Mr. FrrzGERAij>. I did not prepare the testimony, Senator, 
Senator Hodges. Do you honestly believe that if farm prices go up, 
the renter is going to have to pay higher rent? On what would that 
possibly be based ? I rent out, I guess 12,000 or 13,000 acres of land- If I 
get higher prices, I would really like it, but I do not increase my rent. 
"What basis would there be for that, for making that statement ? 

Mr. FrrzGERAU), Well, I suppose for most landowners, at any rate, 
they charge about what the going rental rate is, the going price is. If 
the going price in my coimty happened to raise $5 an acre, $1 an acre, 
presumably I would be somewhere near that in my rental rate- 
Senator Hodges. Again, I do not want to embarass you, because I 
know you did not prepare, but I just ask you from your own back- 
ground, because you indicated you had something to ^o with agricul- 
ture — do you think rents are going to go up just because there are 
higher farm prices ? 

Mr, FrrzoEKALD. In my case, if over a period of years the cost of 
land and the income of ifarmers increased in my county, so that my 
costs as a landowner increased, I would probably raise the rent, yes, 
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Senator Hodges. But if the 1977 Farm Act works, prices will go 
up? 

Mr. FrrzoRRATj). I hope so, yes, sir. 

Senator Hodoes. Which will lead to an increase in the cost of land ! 

Mr. FiTzQERAiiD, Yes. 

Senator Hodges. Which will lead to higher rents? 

Mr, FrrzQERALD. Yes. 

Senator Hodoes. Which, under your testimony today, will make 
farmers really not any better off. As I read the testimony here, it really 
does not deal with the bill itself. Essentially, this testimony you have 
given is saying that if the farmer gets higher prices, it is going to be 
aisasterous to the American economy, Kow, that is what the thrust of 
this is, regardless of whether the higher prices come under the 1977 
Farm Act or any other, because this argues against higher farm prices. 

Mr, FrrzQEiuLD. I do not know at what point it becomes disaster- 
ous. I suppose at scmie point it becomes disasterous rather than burden- 
some ; I do not know what point that is. Senator. 

Senator Hixwes. Thank you very much, sir. I appreciate it. 

Mr. FrrzGEBALD. Thank you, Senator. 

Senator Hodges. Our next witness is Dr. Jay C Andersen, chair- 
man, department of economics, Utah State University. 

Go ahead, Doctor, 

STATEMENT OF DR. JAY C. ABBEESEN, CHAIEUAK, SEFAETUENT 
OP ECOITOHICS, TITAH STATE TJNIVESSITT 

Dr. Andebsek. Thank you. Senator. I think I will skip over many 
of the iirst few -pa-gea of my statement; eoaie of it is ba^^ground, and 
I think we all understand much of this, in terms of the appropriate 
goals for farm policy, I will turn over to page 4 of my remarks. 

Senator Hodges. What I would like to do is include your state- 
ment in full in the record, which we will do, and that will free you to 
just make whatever conmients you wish, and I will tr>- to respond. 

Dr. Andersen, I would comment on a number of provisions that 
are embodied in Senate bill 2626. First, I would like to talk about the 
cost of production price concept. 

I recaB that when I was in graduate school in the late fifties and 
early sbities the f^;ricultural policy analysts had been discussing tlie 
long-run excess capacity to produce agricultural commodities in the 
United States, and there have been ccmtinuing indicati<MiB that agri- 
culture would suffer if production went unchecked. 

In its simplest form, the problem of unacceptable farm commodity 
prices is a problem of excess supply. Frequently, it has been asserted 
that the laws of supply and demand are no longer working, but they are 
working; the results of the working of the laws are distasteful to some, 
but the system is working. 

In the written statement* is a simple characterization of the supply 
and demand relationships in agriculture, whidi shows that the inter- 
section of the supply and demand curves comes up with a price that 
is unacceptable as a goal in the country. And I subscribe to that partic- 
ular finding — that the prices for some agricultural commodities are 

*8ee p. 140 (or the prepared Btatement of Dr. Andersen. 
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somewhat lower than we as a nation find acceptable. There are possible 
ways to deal with the problem of this price's being unacceptable. 

Now, the reason for the country's achieving the excess supply ca- 
pacity is perhaps somewhat interesting to consider. I hold that it is 
because of the vast productivity that is associated with improvement 
in tecimology. Seed, fertilizer, irrigation, better tillage methods and 
other things have tiirust American agriculture into a situation not 
common to many countries of the world. In many places of the world 
where I have traveled, this is certainly the case; they have not had this 
industrialization of agriculture. 

^Efficient producers can continue to improve their production. ITiere 
are ineffective brakes on this big machine, and farmers have no option 
once they get large and efficient but to try to continue to cover the cost 
of production, at lea^t those that come out of pocket, and there may bo 
little or no income left over to cover fixed costs. It would be quite 
foolish to expect farm machinery makers to build so much machinery 
that prices fall and machinery manufacturers produce th^nselves into 
bankruptcy. Most sectors that farmers buy and sell fmn have that 
kind of control, agriculture does not. 

One of the problems with a cost of production price is that it is im- 
possible to come up with a single cost of production figure that is 
applicable to all farmers. There are about as many situations as there 
are farmers. In figure 2 of the written statement, we have simply 
indicated that there are very many figures for cost of production, and 
that they are related to the size of enterprise and the particular situa- 
tion on each farm. There is an average cost of production. If we simply 
look at the average of all those who are producing, there are some 
relationships. Generally, the costs fall as the size of the enterprise 
becomes larger. 

The important thing is, though, that any reasonable sale price will 
make some farmers rich and some farmers poor; if the price is high, 
more become rich, and if it is low, more become poor. That is a problem 
we have with this single price kind of a target. 

The cost of production price has be«i indicated in Senate bill 2626 
as a kind of support or target price. Let us look at a few of the cost of 
production data that we have. At Utah State University, we have cost 
of production data for several selected crops in Utah. We also note, 
and this relates to previous testimony, that the U.S. Department of 
Agriculture indicates that farm costs have been infiating at the rate 
of 7.6 percent from 1967 to 1977 ; that is 7.6 percent per yetu*. We have 
assumed, in updating some of these costs, an 8 percent increase in order 
to project the 1978 projected cost level. 

I have prepared a table showing the cost of production for alfalfa, 
barley, groin com, and com silage, and generally indicate that the 
cost of production is quite substantially higher than the sale price for 
t^iese commodities if you include a land charge. I think that is probably 
the main difference in the data that was cited by the previous witness 
here. 

Senator Hodges. The USDA figures? 

Dr. Andhbsbn. The USDA figures do not include a land charge, and 
I think that is the significant difference, probably, in the data presented 
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There are some problems with including a land charge. There is 
evidence that in agriculture there is, perhaps, a rate of return on land 
of only 2 or 3 percent, but, on the other hand, land prices continue to 
inflate by 8 or 10 percent a year. There are a lot of reasons that are 
cited for this change in land prices. Some would attribute it to a 
foreign conspiracy to take over our country, and I do not put much 
credence in that. There is another theory that it is a sense of tLgri- 
cultural fundamentalism — people buy land because they can a^rd 
it and they like it as a consumption good ; they have some sense of good 
from owing land, even if it costs them. And, certainly, there are scwne 
tax treatments, both foreign and domestic, that provide some incen- 
tive to hold land. But I would assert that the main reason that people 
continue to buy land and bid up prices is that they have an expectation 
of making a profit. But, of course, for many, me profit can only be 
realized by a resale, since the direct returns to farming land or renting 
land remain low. So, it is a matter of buying the land with the chance 
of reselling it. 

Young farmers find they cannot buy land, farm it, and pay out on 
their investment. The American dream of climbing the agricultural 
ladder to ownership is thwarted. There is a problem, too, if prices and 
incomes are boosted up substantially, there ia a further increase in 
land prices. It is a problem if people cannot buy land, farm it, and 
obtain from farming sufficient to pay out on the land charge. 

Just look at one example : In Utah, let us suggest that in producing 
barley, we have indicated that the cost of production for producing 
this barely on our best land, growing about 90 bushels per acre, would 
be about $1.45 per bushel, excluding the land charge. Now, if we have 
an interest charge on the land, the investment cost then would be $144 
per acre, or for each bushel, the land charge would be $1.60. So, other 
than land, the cost would be $1.46, and for land, the cost would be 
$1.60. Thus, the land charge is more than the other costs for growing 
the barley. 

So, is the cost of production of barley $1.45 or is it $3.05 a bushel ? 
What is our goal ! We have to decide that and try and make a policy 
consistent wiui that goal. 

Let us look at wheat. In Wyoming, there is a bulletin that we have 
updated somewhat that would indicate that the average cost of pro- 
ducing hard red winter wheat for 1978 would be $4.41, An Oregrai Dul- 
letin, and again updating a little bit on that, would indicate that the 
cost would he about $4.72 per bushel. In table 2 we have compared cur- 
rent costs with a currant price and a 100 percent of parity price. There 
is a very substantial difference between either the costs of production, 
or tile parity price, and the current selling price. In general, wheat out 
in our part of the country has a selling price of about $2,70 a bushel, 
the cost of production, including this land charge, might be $4.60. So, 
there is a very substantial discrepancy there. Barley, com, hay, and 
corn silage show similar differences. 

In looking at this matter of cost of production basis for pricing, it 
is interesting to look at the USDA production costs by region and the 
related projections by Doane Agricultural Service. As an example, we 
have compared — in table 3 — some of the costs of production for Imrd 
H'd winter wheat for various parts of the country. In general, we find 
that tlie costs per bushel varies substantially across the country. 
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As an UlustratloD, in the Ootral Plains, the total cost, excluding 
the land chaijre, would be in the nei|^boFhood of $2.15 to $2.45; in 
the Southern Plains, $2.60 to $3.42: in the Korthera Plains, only $1.89 
up to $2.13 ; in the Soi^hweat, perhaps $2.28 to $2.42. And we would 
add a laud charge to that, according to the Doajje rep<Mt, ot $1.12 in 
the Central Plains and Southern Plains; about $1.42 in the Northern 
Plains, and about $1.16 in the Southwest. 

Peiiiaps the most interesting part ot this particular piece of in- 
formation ia that land charges are a large component oi the cost of 
production, and that as other costs may be lower in a certain region, 
land costs tend to be high. That makes sense. If a farmer can go out 
and buj land where his oc^te of production are low, he would tend to 
pay a Uttle more for the land — the land is worth more. 

A £nal c<Hnment, perhaps, on this matter of a land charge, ia that 
Government regulation of public utilities certainly provides fcM* a 
return on land and other fixed assets. Certainly, the inheritance tax 
provisions often force sale of land, so that beginning farmers must 
pay for land whether or not the farm was in the family. We give some- 
what favorable tax treatment to nonfarmers to go into farming, but 
the price situation and Government policy is unfavorable for a farmer 
tobegin on his own in farming. 

In summary, the question devolves to whether or not the policy 
should be to manipulate prices or incomes to an amount above the 
market equilibrium. My judgment is that we must do so by some 
means for stability and to protect a vital industry. The problem is how 
it can be done efficiently and equitably. And with that, I would like to 
turn to some comments on the subject of production adjustment as 
contained in this particular bill. 

There are some alternative methods to supporting prices, to making 
the farming situation somewhat better; there are some alternatives. 
First, the Government could step in with price support payments to 
make up the price difference. This might involve direct Government 
payments to farmers. The main objection to this is usually that the 
Government program is too costly and the complaint that payments 
go only to large growers. There is, perhaps, another option on direct 
payments. This option might be to disregard commodities altogether, 
and simply make direct-income payments to farmera This is a lot 
simpler and no more expensive, but generally held to be politically 
quite untenable. 

The second possibility is to work on increasing demand. We could 
attempt to cause a larger quantity to be taken at a given price, so we 
might force the price up to a target, which is at a larger quantity of use 
than formerly. The very great foreign demand in the early seventies 
was an example of expanded demand and favorable prices. There have 
been a number of programs, such as food stamps, school lunch sub- 
sidies, and other related attempts to increase the demand. These pro- 
grams have met with only limited success, at best, as far as expanding 
farm markets is concerned. The basic reasons is the inelasticity of the 
human stomach. The vast majority of Americans have ample food. 
Some diet changes might be advisable, but demand expansion is 
severely limited. 

More success has been had in attempts of expanding foreign de- 
mand. Around the world, bellies are not fuU, but these countries are 
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where people are hungry and they cannot afford to buy more food. 
Programs in the past, such as Public Law 480, have sought to combine 
demand expansion with a price support program, but in many cases — 
and I have talked with people from India and Bangladesh and other 
places — these subsidized sales or gifts to these poor countries are met 
with some reluctance, because, even as gifts, there is uncertainty of con- 
tinued availability of these commodities and there is a tendency for 
the local agriculture systems to relax when food is not critically short. 
Other countries producing for export markets have also compla'ined of 
dumping and price undercutting. 

A third option, then, for effecting changes in price is to control 
supply. This is the thrust of Senate Bill 2626. If we have a decreased 
supply, then at any given price, a smaller quantity will be produced. 
I>ue to the relatively inelastic demands for many agricultural com- 
modities — that is, we have a relatively large change in price associated 
with a small proportional change in quantity — a small adjustment in 
supply often provides a substantial price change. 

There have been numerous efforts of voluntary supply control. Kill- 
ing baby pigs, not planting part of the acres, dumping milk, and so 
forth, have seldom, if ever, gotten much beyond the publicity stage. 
The reasons for the ineffectiveness of these voluntary actions lie in the 
large number of producers whose financial capacities to withhold vary 
widely, whose commitment to a cause vary widely, and whose bankers 
have varying degrees of sympathy with the program, but they have a 
certain insistence that the farmers meet the terms of the loans that 
they have. There is just not the incentive to individuals to stick to a 
voluntary program where others can stand to gain more than the with- 
holder if the nonparticipant goes right ahead with full production. 

Senator, I do not know how much time you would like me to spend. 
We can spend another few minutes here if you would like me to h«rry 
through. 

Senator Hodgeb, Go ahead and hurry through, and then I have got 
some questions that I would like to ask you, if you do not mind. 

Dr. Andersen. Fine. The conservation reserve, acreage reserve, 
and so forth, have been examples of things that have been done to 
control supply. A major problem is the tendency for the poorest acre- 
age to be diverted, and then water and fertilizer and other production 
units concentrated on the remaining acreage, so that production is not 
mucli affected. This, too, has evoked adverse comments on payments for 
not producing and a general wave of antagonism. 

Senate bill 2626, of course, would avoid payment programs. It is 
simply a reduced supply kind of a situation. There would be somo 
problems on various schemes that might be an attempt to cheat on the 
system, but overall, I should think, the system should have appeal to 
the Congress and others. Although consumers would be hit with 
slightly higher food prices, the Government program cost could be 
fairly small. Consumer costs will be discussed in just a minute. 

In review, then, of the options for increasing prices, the basic 
options for a solution to the problem are few. There can be Government 
price or income supports, or there can be demand expansion, or there 
can be supply contraction or production adjustment. There is not any 
magic. The Government cannot, without cost, make a declaration 
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■which cures the problem. There is no easy way out. There are some 
hard ways out. 

I would like to siiggest a possible modification of the production 
adjustment feature of Senate bill 2626. As the proposal stands, each 
producer would be required to reduce his size of enterprise. There is 
so much of our system that depends on large-scale operations that this 
would quite seriously hamper efficiency of production. The proposal 
would be strengthened by naving a bulking system. This would im- 
prove the efficiency by facilitatmg transfers of production cuts or 
production rights among farmers. Inefficient farmers could benefit by 
selling their production allocation to more efficient operators or to 
those who might have a machinery complement exactly matched to 
their acreage. Efficient operators could continue to use their manage- 
ment and other resources to produce goods at low cost. 

My recommendation is that the ASCS offer in each county a pro- 
gram to facilitate transactions by acting as an intermediary among 
buyers and sellers. Bids and offerings would establish the price. Of 
course, this provision would require establishment, or maintenance, of 
a normal yield base to serve as the basis for transfer of production 
rights. Increased freedom to choose the manner and the size of opera- 
tion would result from the banking scheme. 

TTie entire production adjustment pi-ovision does limit the freedom 
of farm operators. On the other hand, grinding poverty is an even more 
serious constraint. My judgment is that the production management 
system is advantageous to farmers and consumers alike, if there is » 
long-term commitment. It is necessary for a stable, viable food pi-o- 
ducmg system. 

Just some other general comments: It has been stated that an in- 
crease of farm prices of 30 to 50 percent would cause an inflation rate 
of 6, 8, or 10 percent a year. It seems impossible. In the first place, an 
increase would be a one-time event. This is not a rate of inflation which 
implies a repetitive annual increment to the problem. 

A one-time rise in prices for farm products would result in the same 
expenditure by consumers buying fewer goods, or a large, expendi- 
ture to buy the same goods. This, of course, is by definition, a price 
inflation, but it is a one-time occurrence. 

How much would this one-time inflation amount to ? Let us assume a 
farm price increase of 60 percent. The farmer's share of the consumer's 
food dollar is about 35 percent. Consumers spend about 18 percent of 
their income on food. Thus, for the price rise at the farm of 50 percent, 
the appropriate estimate of inflation is 60 percent times 35 percent 
times 18 percent, or a one-time increment of S.2 percent in the con- 
sumer price index that would be attributable to a very large increase in 
farm prices. 

If there is lack of competition in the marketing channels, which 
leads to a larger food price increase being passed on to consumers, these 
increases should not be attributed to the farm price. 

Another comment has been made that tliere would be a very large 
decline in the gross national product and widespread unemployment 
if farm prices were increased sharply. Apparently, there has been a 
case of neglect or forgetfulness by some analysts. Clearly, a boost in 
agricultural incomes would result in increases in employment, and in 
expenditures and investments by the farm sector. 
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This increase would be magnified by tJie multiplied effect of these 
farm input suppliers making further investments and expenditures. 
Our evidence is that the fann sector expenditure multiphers are as 
high or higher than anywhere else in tiie economy. Thus, we would 
expect that decreases in economic activity due to a fall in expenditures 
in nonfarm goods would be offset by an inca-ease in econ<Hnic activity 
associated with agriculture. 

We should expect some decrease in economic activity because of 
higher farm prices and slightly fewer cmsuiner dollars to spend 
on other goods. But a reasonable price should not provc^e any 
catastrophe. 

Consumers object to any increase in food prices. A Harris poll indi- 
cates that a 5-perce«t increase in food prices would be acceptable to a 
majority; a 10-percent increase would oe scAuewhat unacceptable. Of 
course, if we are talking about a 17-perceat increase in food prices, 
which we can assume from a 50-percent increase in farm prices, then 
that would be met with some adverse comment by consumers. 

So, there is somewhat mixed reaction for an answer. Of course, we 
may not be talking about anything like a 50-pwcent increase in food 
prices. 

Just a few final comments : I think it would be prudwit and useful 
to establish a stockpile, which would not be r^:aMed as burdensome 
surplus, but as a useful buffer and insurance, and this can be afforded. 

The second general comment is that farmers are in difficulty. Some 
are worse than others ; a few have no problems at all. But the general 
situation is that thev have done their job so well for us all that they 
have dug a pit for tnemselves. We assert that some help is warranted 
to maintain a stable and viable industry. 

Various forms of help are possible, but we think it not politically 
feasible to provide direct Grovemment payments. But it is feasible to 
facilitate a mechanism of supply controls. Farmers themselves, because 
of their large number, cannot toanage this in a voluntaiy way. Senate 
Bill 2626 could be a productive step to meet this particular goal. 

The fourth general comment is that the productive capaci^ of ag- 
riculture is too great to let it go unleashed. Too many win suffer from 
the great burdens of overproduction. There would be too great a risk 
of ^e system self-destructing. Agriculture cannot compete, unfet- 
tered, in an economy where other sectors can manage production. 

The fifth general oomment is that demand expansion has little 
potential. Continued efforts may be worthwhile, but this is not the 
general solution. 

The sixth general comment is that parity is a poor measure of equity 
to agriculture. It is not really very useful. It seems evident that an in- 
crease of price of agricultural commodities to 100 percent of parity 
would create too urgent sisals for the system to produce more. Land 
values would be inflated. It would also cause consumer protests, al- 
though the effect on consumer expenditures would be less than some 
would have us believe. 

We would suggest a program designed to bring agricultural in- 
comes only part way up to what wouldbe implied by the advocates of 
100 percent of parity. An immediate, sharp increase to 100 percent of 
parity would cause too much stress in the livestock industry, and to 
consumei^ and to foreign marlwts. 
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And a final comment : Perfiaps none of us woold dioose to liaTe eren 
infrequent, serious shortages of food, in preference to the overproduc- 
tion problems. Let us take apprc^riate steps to stabitizB and provide 
for a viable, long term, productive agriculture. Legislatioa of help to 
agriculture is immediately needed. 

Senator Hmxies. DoctoTj thank you. I have a few questions, I assume 
that in studying agricultural economics, yon have to study w: know 
something about economics, generally. 

Dr. Andersek. My degree was frcHn Iowa State tJniversitj^ in the 
department of economics, 'Oiey offer degrees both in economics and 
agricultural economics. The department that I now head is also a 
combined department of economics and agricultural economics. 

Senator Hodqes. Let me phrase it differently. Why should there not 
be, in computing any cost of production, a charge for land! Is there 
any other segment of the economy that takes its major source of pro- 
duction, whether it be a physical plant for a steel mill, or whatever, 
and does not charge or expect some return for it i 

Dr. Anbersen. Well, I guess the only real comparability is in regu- 
lated industries, Senator. Certainly, in the regulated public utilities, 
charges for the fixed assets are included in calculating allowable 
returns. 

In the steel industry, for instance, there is a market price ; of course, 
it is not a completely open and free market. Certainly, I think that 
the fixed assets are paid for in that kind of industry. 

In agriculture, I think the reason why we have not seen general 
acceptance of the idea of a charge for land is because of the inflation- 
ary nature of land prices. We have noted that farmers who are spec- 
ulators and investors who own land have realized an increase in their 
net value because of this inflationary pressure rai land. And I think 
probably that there is some reluctance to build in a price for i^;ricul- 
ture that would further inflate the land values, 
_ Senator Hodges. Our bill S. 2626 says that when you take into con- 
sideration the price of land, it shall be done not on the basis of the 
market value, but the basis they use now, or allow you to use, as a 
means of computing value on the est^:e tax return ; that is a rate of 
return, whicJi, say, on soybeans would put it on the order of $500 an 
acre. 

In other words, it would have an eccmomic basis, as opposed to an in- 
flationary, speculative basis. Does this make sense to you, to approach 
it in that way; that is, approach a charge for the productivity of the 
land? 

Dr. Andersen. I think that would be a reasonable kind of compro- 
mise. Of course, in our State and in many others, there are property 
tax provisions— the Oreenbelt amendments, or whatever they are 
called — whereby these land values are calculated each year. So, I think 
that would not be an unreasonable approach, and the information 
should be generally available. 

Senator Hodgea. I am interested in the cost of production which 
you gave, particularly with wheat. It Just appears to me so — I cull it 
second grade economics — ^that if you very long try to sell at a price of 
about half of your cost of producing, you are just not going to stay in 
bnsine^ very long, are you, without refinancing, say, wiui your in- 
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flated value of land, wliich has the same effect as what we are talking 
about now, does it not ? 

Dr. Andersen. Of course, that is what has been happening. 

Senator HoDGEa. Yes. 

Dr. Andersen. Our farmers have been refinancing. 

Senator Hodges. And putting it into production, which, would you 
not agree, then, is simply a short-term solution ? 

Dr. Andersen. It is, until they can sell out. It has been a very serious 
matter for the cattle industry, particularly in the West during the last 
few years, and probably has in the South, as well. Refinancing and 
coming up with additional operating capital — farm and farm until 
it is gone is the general way we speak of it. 

Senator Hodges. The joke I have heard ever since I can remember is 
about the man who inherited a million dollars and they asked him 
what he was going to do with it, and he was going to farm until it ran 
out. 

Dr. Andersen. Some of us enjoy it that well. 

Senator Hodges I do, too, and I am enjoying it less. But you would 
agree, first of all, that it is proper, economically, to put some charge in 
for land, and thus we just nave a question of what amount? 

Dr. Andersen. Yes. 

Senator Hodges. Does it not a^^nish you that the Department of 
Agriculture consistently fails to put in a very significant land charge! 
Is this not economically unrealistic ? 

Dr. Andersen. I am not sure just what has been done. It is my 
understanding that about a 2-percent return 

Senator Hodges. At its lower value, not at the inflated value. 

Dr. Andersen. Is it the lower value? I have not been familiar with 
just what those figures were 

Senator Hodges. Yes, at the lower value. 

Dr. Andersen. I see. That seems unreasonably low. 

Senator Hodges. Does any other industry you know of compute a 
reasonable rate of return on their investment at 2 percent? 

Dr. Andersen. No; but agriculture is more fun, I guess. 

[Laughter.] 

Senator Hodges. The theory we constantly seem to hear here in 
Washington is that you ought to enjoy being out of doors, and there- 
fore even though you are losing money, you ought to enjoy farming. 

Dr. Andersen. I believe that there are some other reasons, and I 
think the tax provisions probably contribute to this. I own a small 
farm and I have enjoyed a very substantial appreciation of the value of 
this farm in the past 5 years, or so, that I have owned it. Certainly, 
from farm operations, I have made no money off that; it is a losing 
proposition. It has been good for my tax returns each year. 

Senator Hodges. But you, I take, do not make your living off the 
farm. 

Dr. Andersen. I do not make my living off that, by any means. 
There is another thing, I think ; some foreign governments are offering 
very substantial tax credits for ownership in American land, and 
that has caused a wave of foreign purchases in our part of the country. 
The Dutch Government, I believe, offers a $6 tax credit for every 
dollar of principal payment on American agricultural land. There 
have been a lot of Dutch people in there recently. 
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Senator Hodges. Yoh indicate on page 17 that there is generally a 
lack of competition in the marketing channels of agricultural prod- 
ucts. Could you expand on that ? 

Dr. Ander8SN, The comment that I would make is that if we hear 
of a 10-percent rise in the price of steel, General Motors, Ford, and 
the other automobile producers quickly announce about a 10-percent 
increase in the price of cars. In other words, they pass on this 
percentage. 

Senator Hodges. Just simply pass it on. 

Dr. Akderben. Not only for the steel costs, but simply add on that 
kind of constant percentage. And there seems to be that kind of tend- 
ency in the agricultural marketing channel. If the farm level price 
increases 10 percent, then food in the grocery store tends to ^ up by 
about 10 percent. This kind of a constant passthroi:^h indicates, I 
think, some lack of total competitiveness in this marketing channel. 

Senator Hodges. Either that, or they get together and have an 
understanding. 

Dr. Andersen. That is what I mean. 

Senator Hodges. One thing that must be distressing for the Ameri- 
can farmer, looking at low prices, are the many ways our Government 
ia assisting other areas of the world to increase their agricultural ca- 
pacity and productivity, which then compet« with our products on 
the world market. 

Immediately coming to mind is Brazil ; I think the World Bank 
recently loaned them something on the order of $100 million to in- 
crease their port facilities so they could better market and get their 
soybeans out. I know also that the World Bank and others are assist- 
ing in the development of palm oil, which is directly competitive with 
our various crops that produce oil. 

Could you expand on that, and do you see this as an inconsistency 
by a Government, on the one hand, talking about wanting a healthy 
agricultural economy in this country, but assisting the overseas 
competitors ? 

Dr. Andersen. I guess the entire eflfort of the Agency of Interna- 
tional Development and the State Department is to increase the well- 
being of these people. Certainly, in these developing countries, almost 
everything they do is agricultural, so perhaps the entire effort here is 
somewhat competitive with our interest in markets for agricultural 
products. 

However, in many of the countries of the world that I have been in, 
they simply cannot afford to buy our agricultural products. Their 
plight will continue unless they can, in fact, be somewhat more self- 
sufficient in their production. Perhaps we could look a little more 
thoroughly at an international economy and suggest that perhaps 
there are things that they could do better than produce agricultural 
commodities. 

Most of them have somewhat selfish interests in becoming self- 
sufficient in food, particularly, and do not want to depend on any 
outside sources, particularly for military reasons. 

Senator Hodges. And, also, the Government has proven itself im- 
reliable in furnishing that. Would you agree ? 

Dr. Andersen. Certainly. Our Government has not always been 
consistent in making these commodities available, for good reason. 
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We simply bare not had the reserres to come forth with these com- 
modities at all times. 

Semitor Hodobb. And as the price goes higher in this coantr^, ther» 
is increased pressure by our politicians in ^is country to manipulate 
the goods in this country so that the prices stay low, is there not i Have 
yon not seen that, lookmg at the farm accounting in the last 4 or 5 
years! 

Dr. Andersen. Certainly. 

Senator H(h>oe8. And, again, I say that our Government is cffln- 
mitted essentially to a cheap food polity. 

Dr. AifDERBEN. Well, we have more consumers tiian faimersL lliat 
is not too surprising, I think. 

Senator Hodges. It may be good for the consumers, but it is not 
very good for the farmeiB. 

Dr. Andebsen. It is good politically. 

Senator Hodoes. Lastly, would you agree with the statement I made 
when I opened that we are the only industrialized nation that does not 
support our agricultural sector at some minimal level ? 

Dr. Andersen. I am not aware of the policies of all the industrialized 
nations. Certainly, that is true for very many countries. The European 
Economic Community 

Senator Hodoes. Japui. 

Dr. AifDEBSEN [continuing]. And Japan are certainly very much 
supportive of thia The Canadian, Australian, Argentine — ^I am not 
fumliar with the provisions of just how they are operating currently. 

Senator Hodges. Doctor, thank you very much. I appreciate your 
being here, and your testimony. 

Frank Condie, doctor of accounting, Utah State University. 

Just proceed, Dr. Condie. 

STATEmarr of fkane a. condie, doctob of Acconirrnra, 

TTTAH STATE UMIVESSITT 

Dr. Condie. Well, Mr. Chairman and committee members, I am 
happy to be here. Let me introduce myself. I am Frank Condie. I 
grew up on a dryland wheat farm in southern Idaho, but because I 
eot a wheat rash every year and did not like harveeting, I told my 
&ther that I did not want to be farmer and tihat I wanted to be an ac- 
countant and work in a plush office. 

So I left the farm, got a degree in accounting, worked for various 
CPA firms, and eventually got a doctorate degree in accounting, and 
am now teaching accounting at Utah State University. 

In the meantime, though, my feelings about the farm changed, 
and when my father had a stroke and I could see that the farm was 
going downhill, I told my mother that as soon as I got back to Utah 
State, I would help her run the farm. 

In the course of my years there, I read a lot of information about 
the cost of raising a bushel of wheat. I thought, being an accountant 
and a farmer, I ought to be able to determine wie cost as well as anyone. 
So, in 1976, 1 prepared a study on what it cost to produce a bushel of 
wheat in southeastern Idaho [see p. 161]. I updated that study for 1978 
[seep. 15S]. 



)y Google 



sa 

They are really desperate. I feel there should be a way out withont 
f orecloeure, which seems to be what they are facing. 

I can assure you there will be more of us facing this if something is 
not done soon. Is that the future you really want for America? With 
the average age of farmers now 56 years old, what is going to happen 
if our young people feel they cannot make a living on the farm ? 

My 17-year-old son is smart enough to realize that at today's prices 
he cannot farm. He and I work close together and it looks like this year 
we will be working for nothingagain. We plant mostly com. The cost 
■per acre in Indiana runs high. For example, Purdue says it costs $2.26 
a bushel. This does not give any return on land, taxes, or replacement 
■of equipment. Purdue does include depreciation, but this does not buy 
back any equipmeait that has gone up from 6 to 20 percent each year 
for the past 10 pears. With today's farm prices, there is no way to 
pay for a $65,0()d combine; 10 years ago, the machine that did the 
-same job cost $7,500. 

Why should our suppliers of machinery, fertilizer, chemicals, seed, 
and fuels all be able to price their goods and the farmer have no choice 
but to pay their price f Then, when it comes time for the farmer to 
sell his product, ne is unable to price it. Our Government policies 
dictate the prices through loan and target prices. Does not our Con- 
stitution guarantee equal rights under the law ! Farmers are fighting 
for their rights through S. 2626. They cannot do it alone. Is it not 
your responsibility as our representatives to give us equal rights as 
provided by the Constitution ? 

There is also the question of a reserve to protect us in case of any 
kind of emergency. I am sure you realize this spring has been a bad 
one for many farmers ; too wet and too cold, hail and snow damage in 
much of our country. Another month like this and we could face a real 
flhortage of food. Last year at this time, I had 1,400 acres of com 
planted. Today, I have 30 acres that are water soaked. 

S. 2626 would establish an adequate reserve in the hands of the 
farmers. It could not be called a surplus to force our prices down. At 
the same time, if there should be a real surplus in any commodity, the 
bill provides for an equitable reduction of acreage to take care of it. 
Knowledgeable farmers know that we have to have a way to determine 
■our needs and meet them and not overproduce. 

As for our balance- of -payments deficits, was it not in 1974 that a 
bushel of wheat paid for a barrel of oil ? Today, wheat is down 40 to 50 
percent and the price of oil has quadrupled. Do not the Arabs need 
food as bad as we need oil ? This reminds me of an incident that oc- 
curred in Washington in February. A group of Arabs were talking 
to some AAM members wearing their strike nats. An Arab walked up 
to this farmer, poked his finger in his chest and said : 



Sir, T do not exactly feel like a damn fool, because I am doing every- 
thing I know to do in order to get justice at the marketplace. I b^ yon 
to consider our problem and vote for S. 2^6. 'Hie Arabs had their 
embargo, but I ^1 believe that in America we can get a square deal 
by presenting our case in the halls of our Government. 

I have talked with many agri-business people about S. 2626, and they 
believe this wonld help stabilize inflation and put the fanner on the 
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through the Growers-Producers Board that would be true grassroots 
farmers elected by farmers. This Board would help estarbli^ produc- 
tion control through modem techniques already in use at the ASCS 
offices. 

You have told us we do have true representation through other farm 
organizations. I do not feel that most of these leaders are true grass- 
roots farmers. Weekend or summer vacations on granddaddy's or 
uncle's farm does not make you a true grassroots farmer, anymore 
than my 3 months in Washington this past winter would qualify me 
for a Senator's job. Now, I realize we need all these people for their 
expertise, but they must not let themselves get in a rut and forget 
about the real issues and problems at hand. They may have started 
out as farmers, but over the years have either sold or rented out their 
farms. This type of farmer soon forgets what it really costs to put out 
the crop, buy equipment, keep it repaired and replaced when neces- 
sary. 

Some of our so-called farm organizations have leaders other than 
farmers, who benefit from nonfarm services offered by their organiza- 
tions. They would include businesses such as millers, ginners, proces- 
sors, or handlers of farm commodities and insurances. 

While in Washington this winter, I was concerned about some 
Senators who were supposed to be farmers, but did not know that 
diesel fuel is now 48 cents a gallon. Some thought it was still 12 cents- 
a gallon. Some of the committee chairmen of our USDA who thought 
of themselves as farmers could not believe that good farmland was 
over $1,000 per acre. Cost of chemicals, seed, and fertilizer were un- 
'believable to them. 

Through S. 262ft, the farmers will have a true voice and represen- 
tation, and not be controlled by officials of millers, ginners, proces- 
sors, or insurance companies. Those true grassroots farmers would 
serve only for a limited time, and then they will go home to live among- 
their grassroots farm neighbors. This will keep them from develop- 
ing a short memory. 

It is plain to me that the people who put together the 1977 farm bill 
were not knowledgeable farmers. It makes no sense whatsoever to let 
land lay idle in oraer to get a loan on what you do produce that does 
not even cover the cost of production. Is this the way our Government 
plans to force a cheap food policy? I feel this will only put farmers 
out of business. Food prices will increase to the American consumer 
anyway, because all of the handlers along the way will add their 
increased costs. 

What wUl happen when all the farmers are in the situation of one of 
my neighbors? He is a totally disabled man; he lost his leg in a farm 
accident. He is 65. and his wife operates the machinery. He purchased 
220 acres in 1964 for $50,000. At one time, he had it down to $20,000. 
He now owes the PGA $90,000. PCA will not refinance him to put out 
this year's crop. The Federal Land Bank turned him down. The 
FHA turned them down for emergency relief for loss of livestock and 
crops due to the severe winter. These are hard-working people who 
have had a lot of bad luck. With our low prices, thev cannot rent their 
ground out and make any payments on their debt. They are receiving 
the minimum social scecurity, but could not get SSI payments. They 
were turned down for food stamps because they own valuable land. 
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In conclusion, the piir])06e of this hill is to protect and preserve the 
great marvel of producti<Hi, the family farm system of America. It 
assures consumers of an abundant supply of food at stable and fair 
price levels. The concept embodied in this bill makes men free — free 
to farm their land in their own style and growthe crops they wish. 

It will leave them in a fair enterprise system, in competition with 
other farmers and ranchers. Those who must succeed will be those 
who best manage their business. The intent is to keep the program 
as simple and inexpensive to administer as possible. 

It is flexible and adaptable. It endeavors to treat all men equally. 
All will have equal opportimity to grow the crops of their choice. If 
production is generated faster than markets can absorb it, the pace 
of production will be slowed and all will be limited the same. 

It is what I would call a complete parity bill. To me, parity is a 
beautiful word. It is taken from the Latin word par, and means equal. 
This bill grants equality and equal rights. It will emancipate the 
American farmer. It is the best piece of agricultural legislation I have 
seen in my lifetime. May you see fit to enact it into law, that it miglit 
foster freedom and justice throughout the land. 

Senator Hodges. Thank you very much. 

Mr. Jim Wink ! 

STATEHEirC OF J AXES WISE; ACCOHFANIED BY KEITH OOLDUAN, 
SPEHCEB COUNTY, INS. 

Mr. Wink, Mr, Chairman and members of the committee, I am 
James Wink, a full-time farmer from Indiana, I am here to m'ge 
you to support S. 2626, the Agriculture and Consumer Protection 
Act of 1978. I firmly believe this bill would stabilize agriculture 
which, in the long run, would benefit the consumer, as well as the 
economy and our balance-of -payments deficits. 

I farm 1,400 acres with my JEamily and one full-time hired man. I 
have a liquid fertilizer business which I operate from my home. I 
am equipped to do all my own applications and some custom work. 
This helps out my cost of production. I consider my operation an 
elRcient one. I am probably as big a consumer as most of you in tJiis 
room, and I know full well about rising costs of everything, 

I feel S. 2626 will help both young and old farmers in Indiana. It 
will help stabilize prices and avoid the wild changes in the market, 
thus enabling the farmer to plan ahead rather than gamble and hope 
for good prices, I have seen com in Indiana go from $1.50 a bushel 
to $2.25 in less than 60 days. The farmer that had to sell at $1.50 lost 
money far below the cost of production. The one who sold at $2,25 did 
not break even. You are probably asking how they can keep on. Most 
of these farmers have paid for their farms once, and now they are 
'borrowing on the inflation that has made their land more valuable. 
Some farmers now owe more on their land than they did 10 years a^o, 
thus making them pay for thoir land a second time. S, 2626 would give 
them cost of production and they would not have this problem, unless 
thev had a crop failure or mortgaged their land to expand. 

Since farmers are the biggest consumers of finished products and 
Are producers of the one commodity necessary for our survival, I feel 
we must have a voice in our program. S. 2626 would give us that voice 
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Tn iact, an accurate land charge is a, reqnisitQ to balanoe variations 
in production costs. High-prodactivB land is wortii more than low- 
productive land and has a higher land charge. 

Under bill 2626, some people are going to make some money, but thaifc 
is what the Americah system is all about. We have an income tax that 
is a great equalizer, and an inflationary spiral that takes care of any 
money farmers make. Suppose they have sufficient funds left to spend 
■on a new house or car, macninery, buildings, weed control, soil conser- 
vation, a better church house, or a college education for the diildren. 
Is this going to be bad for America ? 

Tliia oil! addresses the export and import (juestacwiR It doee not at- 
tempt, a total and final solution, but is the beginning of a fresh, intelli- 
gent approach to a vital but confused policy. It stops the United States 
m>m being used as a dumping ground for agricultural products, and 
it will stop requiring farmers to mine the soil and ship goods abroad 
below our cost of production. 

Acjwrding to a USDA issue-briefing paper dated March 3, 1978, 
our balance of payments will improve even if there are reduced levels 
-of export. 

Senator Hodges. That is, assuming the higher prices ? 

Mr. KoLLER. Yes. assuming the higher prices. This issue-briefing 
paper is one which they brought out in answer to the eight-point pro- 
posal of American agriculture. And they show that projected exports 
in here will reduce at 100 percent of paritj. But, even so, at 100 percent 
of parity, our balance of payments will improve. So, this is just 
pure economics. 

It looks to me that the economists within the Department of Agricul- 
ture, or those that are running this Government, are not applying 
sound economics to agriculture. Any company will not produce units of 
production to the extent that they realize a lesser return from the- 
market tlian they would if they reduced their production. 

Economics demands that you produce at a level that brings from 
the marketplace the greatest return. Yet, in agriculture we throw all 
of this economic knowledge to the wind and pursue it otherwise. We 
seem to produce for the lowest market. 

How much our exports will reduce at increased prices is an unan- 
swered question. Jean Smith, chairman of the Idaho State Wheat 
Commission, toured oitr Far Eastern wheat markets last fall and re- 
ported, upon returning, that our customers are not as concerned about 
prices as they are about dependability of supplies. The United States 
is the world's most dependable supplier. Despite this advantageous 
position, little benefit has accrued to the U.S. farmer. Bill 2626 recti- 
fies this. 

The bill has a Board of Producers and Consumers who will have 
input into the Department of Agriculture and our food industry. 
Throughout my life, I have observed the Federal Reserve Board, the 
Council of Economic Advisers, the OfBce of Management and Budget, 
the State Department, and others, thwart the intent of Congress, and 
manipulate farmers like sheep without anyone seeming to have any 
recourse. 

This bill gives farmers a long-needed voice in their industry, with 
Congress having direct control over their actions. It rightfully re- 
-stores these powers to the people and their representatives. 
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ii» mortnge and intereet payments, thej would know what to do- 
about it. Tad tax people know now to Taliw land. It should be manda- 
tory in any G^emmoat cost of production index that the land cannot 
be valued less for cost of production purposes than it ia for tax 
purpoaes. 

Back in the thirtiee, my father bought soam land. At tiiat time, land 
in our area sold for somewhere around $40 an acre for dryland wheat* 
land. I still have some old Sears & Boebuck catalogs from that date^ 
and Montgomery Ward catalogs, and the best pair of leather work- 
shoes that they built^logger type boots — was selling for between $3^ 
and $4 a pair. 

So, $40 an acre land would translate to 10 pairs of those shoes. 
Today, that land has been selling from $300 to $400, and this past 
winter I was offered by some foreign interests $550 an acre for dry- 
land Wheatland. Those same shoes are now selling for somewhere 
around $40 a pair. 

If you said that land was wortli $400 an acre, it is still only woith 
10 pairs of shoes, the same as it was back in the thirties. Land has got 
to inflate in value to maintain its comparable relationship with other 
products. These people that want to hold farmland down to where it 
always was are not realistic 

Furthermore, the foreigners coming in and buying this land at $550' 
an acre have put our people, particularly the youth, out of business. 

There is no way that our kids can pay $650 an acre for dry farm 
Wheatland in our country with present farm prices and make it pay. 
We have, with our farm policies and tax policies, disenfranchised the 
youth of America. 

Tlie USDA is now using a cost of production index that allows a 
2-percent return to farmland, because that is all it has historically re- 
ceived. We talked to some fellows who had a big role in preparing" 
the cost of production study which the Department of Agriculture 
is now using. One of these was Kon Crenz of Oklahoma State Univer- 
sity at Stillwater, Okla. 

I think he did a good job with the materials he had to work witli. 
But he informed us that they were allowing a 2-percent return to farm- 
land because that was all it had historically received. He said they 
had to work with the data that was fed into them by farmers, and 
using the material that was given to them, they did the best they could 
with their study. And I think he did do good work with what he had 
to work with. 

But, allowing this 2-percent return on investment because that is 
all it has historically received, is a false argument; it makes wrong 
self-perpetuating. Historically, slavery was practiced. Should it stiU 
be ? And yet, we have economic bondage being foisted upon farmers as 
right and proper because it has always been. 

In the USDA cost of production study, some farmers reported they 
could raise wheat for 75 cents a bushel, I suspect they lied. If they can 
raise wheat for 75 cents, they must have very productive land which 
should have a very high value. If they sell uiis land to the youth of 
America, can the youth pay the interest and principal and other pro- 
duction costs, and make a decent standard of living on 75-cent wheat ? 
If not, someone was in error when tliey report^ they could raise 
wheat for 75 cents. 
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lb also solves the problem of the Commodity Credit Corporation 
dumping stocks on the market to suit the vhims and price notions of 
some Goremment administrator. There is no valid reason for CCC to 
own stocks and use them in competition -with f armera. 

Through the fifties, sixties, and into tlie seventies, CCC OHitrolled 
the price of wheat by dumping wheat an the market to drive prices 
below loan levels, so they coula take over sufficient wheat under loan 
at maturity date to do the same thing next year. Only when the Rus- 
sians took "big orders were they unable to control prices. They simply 
i-an out of wheat, so embargoes were resorted to. 

This bill ruins that bag of tricks. It has a commodity reserve pro- 
gram similar to the one being used by Secretary Bei^land, except the 
mans have no maturity date. They are revolving loans that can only 
be called because prices are reaching upper limits. 

The loans are to be called in order, starting at the oldeat and pro- 
ceeding to the newest, so all will have equal chance at getting into the 
reserve if they desire to. Loans cannot be called in sufficient quantities 
to drive prices below the cost of production. Again, bill 2626 should 
solve the problems we have had with CCC. 

The reserve can act as a surge tank. If it gets too large, increase the 
size of the production adjustment. If it is too small, decrease tlie ad- 
justment. It can work as easily as a faucet in a washbasin. 

There are no subsidies in the bill. Income is achieved from the mar- 
ketplace. The cost to the Treasury will be less than with subsidy type 
laws. 

This bill has left the parity concept of pricing and gone to a cost 
of production concept. Few people understand the parity pricing 
formula. Most fanners do not even imderstand parity. The news media 
has linked parity with subsidies, Government payments, and guar- 
anteed profits. Farmers will wear out trying to explain it to the gen- 
eral public. A cost of production index is much easier understood and 
less subject to distortion by the news media. 

If honest cost of production values are used an index can be tabu- 
lated for each crop upon which loan values can be very adequately 
based. If Congress is sincere about preserving the family farm system 
of America, as it has indicated in the present fann law, it will require 
production costs that will allow t^e youth of America to acquire 
ownership of efficient, productive units, and provide a standard of 
living for their families at levels equal to comparable levels of ex- 
pertise in industry, utilities, and Government. 

If the same standards are applied to utilities bv other Government 
agencies, farmers will do well. If farmers do well, many other indus- 
tries, people, and areas will do well, also. 

Never m history has a larger labor force been en«iged in agriculture 
and its related industries and supportive services. They may not be in 
the fields with hoes and pitchforks, but they are behind the frontlines 
providing those in the fields with the ammunition they n^ to be very 
effective and efficient. And the source of pay for them all is the value 
received for the crops. 

Many economists and Department of Agriculture people have said 
they do not loiow what to do about a land charge and value. If they 
were out there trying to buy those farms, paying the taxes and making 
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That would give you an irrigated yield of possibly 100 to 150 bushels 
per acre on the entire acreage, although the summer-fallow dryland 
would probably only raise 25 to 30 bushels per acre. Under such an 
arrangement, fictitious yields and bushel allotments can be established, 
and there are different variations of the game. It makes finaglers, 
connivers, and cheaters out of people. 

Senate bill 2626 is an equitable bill. It allows farmers to grow the 
crops of their choice. It allows them to shift to meet changing con- 
<Utions. It is market-oriented. If production of a particular crop is 
greater than the market will absorb at a fair price level, the pace of 

Eroduction of that crop will be slowed and all producers thereof will 
3 limited the same. 

This bill has not been designed to perpetuate the horse and the bug- 
gy. Production will gravitate to those who can best produce it. High 
prices and/or low set-aside will coax production from other crop. Low 
prices and/or a liigh set-aside will cause producers to seek alternate 
<^rops. It has a built-in check and balance system. 

Some have said that farmers will abuse the set-aside system 
and will lay out only the pooi-est land — not under bill 2626. It calls for 
average land. However, if it were possible to do so, they would all have 
er[ual opportunity. If production is now slowed sufficiently, the pro- 
duction adjustment can be adjusted to whatever is indicated. 

A productive index could bo used, so that more below average and 
less above average lajid is retired. It is important that whatever guide- 
lines are used, that production is reduced, and reduced fairly and 
equally among all producers. 

On our farm, I expect we will rotate our fields with soil building 
crops, with each field taking its turn. This should conserve energy and 
fertilizer. I would also like to develop some areas for wildlife. Under 
bill 2626, it can be done without fear of losing history. 

Under bill 2626, farmers will be operating in a vibrant, fair enter- 
prise climate, and those who best manage will most succeed. They will 
be able to farm in their own style and grow the crops of their choice. 
No longer will they be required to raise a crop just to manntain a his- 
tory. No longer will the progressive farmer be inhibited, restrained, 
or hamstrung if he tries something new or farms differently than the 
crowd. 

It is sheer folly for this Nation to ask its farmers to mine the soil 
and sell crops hero or abroad for less than the cost of production. Bill 
2626 stops that nonsense. If farmers are to maintain the soils and con- 
servation of the land, they must be funded. 

Senate bill 2626 proposes the best marketing approach I have seen 
in my lifetime. It is market oriented and gears production to meet 
market demands. It provides a loan and commodity reserve system 
that assures the consumers of an abundant supply of commodities at 
stable and fair price levels. 

In the past, if we geared our production to achieve a fair price for 
farmers, we could get caught in a drought or unexpected foreign de- 
mand, and the consumer would suffer. If we gearEwI production to a 
large inventory for consumer protection, they have construed it to be 
a surplus, and prices are driven below cost of production. Bill 2626 
solves this dilenama. 
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ments of acres and bu^Is based upon histories, we wUl continue to 
hare these problems, for problems are built into such an approach. 
How do you think it would work if we based the right to fish upon how 
much you fished last year ! 

It is impossible for a county committee to equitably allot histories 
and yields among farmers on a historical bushel or acrage basis. Why ? 
Because the variation in farms and rotations is exceeded by the varia- 
titsi in farmers. Further compounding the problem are such tilings as- 
weather, insects, disease, weeds, advanced technolc^- in macliinery 
and chemicals, new crops or better varieties, and changes in the 
market. 

All of these variables combine in different combinations to dictate 
changes in cropping pi-actices and cause changes in yields on modem 
piwressive farms. Forcing commit,tees to attempt the impossible task 
of allocation is a waste of time and money and the source of most of 
the dissatisfaction with ASCS committees. 

There is a much simpler, easier, and better way. It is embodied in 
Senate bill 2626, It has some similarities to our present farm law, but 
it is much better designed. Past farm programs have generally been 
diversion prc^rams, transferring the problem from one crop to 
another. The farms that provided the reduction in production were 
those whicli had no viable alternate crops to divert the problem to. 
Past programs have not treated farmers equally. 

It IS imperative that we stop transferring the problem f rcwn one crop 
to another. The mam who raises and markets alfalfa hay has been 
injured by allowing excess productive capacity to divert from other 
crops into hay and feed production. Senate bill 2626 stops and reme- 
dies the problem where it develops. 

Some people are advocating that we use bushel or poundage allot- 
ments. Can you envision policing such a program? What do you do 
with the man who wants to market his qucAa and feed his excess? On 
cattle farms, how are you going to monitor how much they feed under 
a bushel allotment? 

There is incentive here for people to black market their crops to 
other feeders at 50 cents below the market, or whatever. Policing this 
thing becomes a real problem imder bi^el or poundage allotment. 

Then, what do w© do with our excess productive capacity after we 
have stored all we want to f You see, & set-aside or production adjust- 
ment is needed in the final analysis. Scwne people have advocated 
storing wheat, for instance, on farms. But, eventually, you ctmie to 
a period where you have got all the bins full that you want to build. 

After you have done this, then what do you do with your excess 
productive capacity? You have got to lay some land out and have a 
production adjustment of some Idnd. So, in the final analy^ this is 
what we are loddng at. So, why not make it simple and equitable 
to start with i 

Some people are advocating bushel allotments and proving yields 
with a 5-year hietwy, using the 3 highest years. A man from Idaho 
Fails proved years ago in Idaho that that nonsense did not work. On 
a 1,100-acre nirm, you could irrigate 100 acres of wheat 3 out of 5 
years, and summer-fallow 1,000 as drylwid. The other 2 yeatfi you 
could crop the whole farm to wheat. 
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the history on that farm by 50 percetit. They not only reduced the 
acreagB history, but they set the yields the lowest in the county. 

"We were not the only people that committee was prejudiced toward.- 
I watched them take 40 acres of wheat history from a very successful 
neighbor, just to prove a point. Forty acres of history had iJeen omitted 
by a mistake. When he pointed this out to them in an appeal, they let 
iura know there were otLers that needed that wheat worse than he did, 
and they did not like his posture. They took it away from him to show 
him they could do it. 

That committee is gone, but others come along that are like them — 
men who lack vision and resist change and want everyone to stay in the 
same rut. We proved our yields long ago and not only raised our yields 
to more than double where they had set them, but raised the county 
average, as well. But proving yields is sure a hassle, and in many cases, 
impossible. 

For instance, for people who are feeding cattle, and so forth, they 
feed much of their grains to cattle and have no records of what they 
feed. In our own case, the last few years we have mixed an awful 1<A 
of wheat in with barley and shipped it out, with no record of how much . 
wheat went with the barley. In many cases, it becomes impossible to 
prove yields. 

Idaho now understands annual cropping on dryland, but Utah does 
not. We have a small farm administered out of the Cache County, 
Utah office, which has beeo cropped annually to wheat and barley. It 
now has a beautiful crop of wheat on it which was planted last fall 
prior to the announcement of our present farm program. 

If we were to comply with the present program, we would have to 
plow up 39 percent of the wheat on that farm. They have informed hie 
they cannot allot the cropping history to that farm which it has, 
because they do not set normal crop acres that hip;h in Utah on dryland. ' 

Several years ago, I had an appeal in Utah with the same problem. 
They informed me then that they could not go along with annual crop 
on dryland in Utah because in the southern part of the State, they 
summer- fallowed 2 out of 3 years to raise one crop. Such a practice 
would destroy the soils on our farm. 

I am glad those people do not buy my clothes. How would you like to 
wear average size^ clothes ? Average farm programs do not fit progres- 
sive individual farms any better. 

When they took our wheat history away from us, we tried to develop 
alternate crops. We tried barley, alfalfa, grass seed, and safflower. 
Pacific Oil Seed, a company from California, came into our area and 
contracted safflower production. They said if they could get sufficient, 
stable production, they would build a plant. 

We grew safflower in the place of other crops for 3 years, and en- 
couraged others to do so, that we might get a plant and an alternate for 
wheat. Well, it did not work out. The company withdrew from the area 
and there was no further call for safflower. 

In the meantime, barley histories were set. We did not have any. We 
had ss^ower history, and 20 years lat^- we still had not rectified the 
problem because in order to give us barley history, they would have to 
take it away frtun son>e<Hie else. 

I have lived through enough envy, prejudic©, and mismanaged and 
miHsruided farm programs tolast me forever. As long as we have allot- 
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You know, if you do not mind my making reference to the Depart- 
ment of Agnculture's testimony, they Bay that if we increase the loan 
rates, our landlords will increase our rents. I find that completely 
contrary. My landlords, when we have higher prices, are much more 
receptive to a lower rent than they are when we get lower prices. When 
we get low prices, they start not investing back into the ground to 
help make the ground more productive. It ia when we are facing the 
low prices that I am asked for higher rents proportionately. 

Senator Hodges. So you have found a good reception, then! 

Mr. Arbuthnot. Basically, where I spent most of my time was in 
the State of Washington, and the response there — well, 1 went back up 
there and tJiey .really like this bill. They say it is something they can 
live with and it approaches more products than any piece of legislation 
they have seen. 

A3 an example, the Columbia Basin area, which is small farmers that 
homesteaded in there, they really like the bill and they are pushing 
S. 2626 very heavily. They raise asparagus, grapes, sugarbeets, pota- 
toes, and many other crops. They are just a very diversified area, and it 
meets their problems. 

Senator Hodges, OK. Thank you very much. 

Mr. Arbuthnot. Yes, sir. 

Senator Hodges. EvanKoller? 

STATEMENT OF EVAW 0. KOLEEE, CORNISH, UTAH 

Mr. KoLLER. Mr, Chairman and members of the Senate Agriculture 
Committee, I appreciate this opportunity of appearing before you and 
present testimony on Senate bill 2626. I will read this testimony and 
possibly digress a little bit from it. As we go down, if you have any 
questions, I will try and answer them. 

Senator Hodges, Fine. 
. Mr. KoLtER. My name is Evan O. Roller, I reside on a farm at 
Cornish, Utah, Our farm — and I say "our" because it is a family-type 
farm — straddles the Utah-Idaho State line. We have lived in Idaho 
most of our lives, but recently built a home at a choice location on our 
farm which liappened to be in Utah. 

Utah is administered out of a different agricultural area office than 
Idaho. It has been our fortune, or misfortune, to experience the dif- 
ferences in administration of States and areas. 

Presently, our farm is a dryland farm bordering on an irrigated 
row crop and dairy area. We are specializing in wheat and barley. We 
have in the past owned and operated irrigated land with both flood 
and sprinkler irrigation systems. To improve our efficiency and survive 
the cost-price squeeze, wo have tried to grow and specialize. 

Under the farm and tax policies that liave been and are adminis- 
tered, it is a treadmill in hell. If the cost-price squeeze does not get you, 
the taxman or insurance man and attorneys will. 

My father died while I was in the Army after the Korean war, I 
came home from the service to run the farm for my mother, as well as 
my own farm. One of the first things I learned was that the people run- 
ning the agricultural office did not like the way my father farmed. He 
had been annual cropping much of his farm to spring wheat. They 
informed us we were not supposed to farm that way and they reduced 
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Mr. Arbuthnot. If Mr. Fitzgerald is representing the Department 
of Agriculture, that is one reason I would like to have a board of 
producers tliere. He cannot even speak on behalf of his testimony and 
Be is representing the Department of Agriculture. 

Many producers are of the opinion that there should not be anyone 
but producers on this board. I personally feel that one of agriculture's 
biggest problems has been the lack of communications with the rest of 
the economy. If the six members of tlie board who are not producers 
evaluate the information provided and we can prove the actual costs 
of production to them, I feel that they will be more than happy to in- 
form the rest of the economy that the loan rates are justified. I also 
hope that this board can educate everyone to the necessity of keeping 
as many producers as possible down on the farm. 

Congress should want to keep the lines of communication open with 
actual producers in order to know the truth. Many producers, like my- 
self, have been aroused out of our complacency and have come here 
to testify on the various bills. This bill had the input of producers 
from all over the country. The provisions contained in this bill are 
rapidly gaining acceptance throughout the land because of the 
simplicity and far-reaching effects it will have on their lives. 

Please take time and effort to study and consider the possibility that 
this new concept in agriculture policy is feasible. This bill does not 
guarantee anyone a profit, but it does give me or any other producer 
a chance to keep our heads above the water if we are efficient and 
productive. 

I am not an economist nor a statistician, but a family farmer who is 
tired of hearing the old cliches about huge Government giveaways to 
the farmers, how we get our welfare cliecks, or why pay farmers for 
not planting. Allowing ns to get fair prices from the marketplace is 
the solution. 
Thank you. 

Senator Hodoes. Lonnie, I know you have traveled a good deal with 
the American Agricultural Movement into other States. Would you 
just briefly outline some of the States you have been to and what sort of 
response you have gotten from the farmers themselves to 2626? 

Mr. AiffiUTHNOT. Well, I have been to 12 different States and over 
114 meetings for American agriculture. 
Senator Hodges. Outline those States, if you would, just briefly. 
Mr. Aebuthnot. The States of Washington, Oregon, Idaho, Utah, 
Montana, Wyoming, Colorado, Kansas, Ohio, Iowa, Wisconsin, and 
Missouri, 

Senator Hodoes. And how many meetings ! 
Mr. AitBrtTHNOT. 114. 

Senator Hodges. And what sort of response have you gotten from 
•verage farmers, as they read the provisions of S. 2626? 

Mr. Arbuthnot. Well, I want you to consider tliat I stayed with 
these farmers, and I am proud to say that at all the meetings I held I 
stayed with producers who were living on the farm. They were neithei" 
large nor small ; they were just an average bunch of farmers. 

As I have contact back with them, the people I stayed with especially 
can understand that the provisions in this bill can meet the criteria 
they need to survive in farming. Tliey like it, and I think that is the 
key, to actually talk to the producers. 
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I DflW sabmit as part of iny tesdmonT tbe exceipts of ut address to 
the NaticMial A88odAti<Hi oi Wheat Groweis' annual conruitMHi on 
January 18. 19T8. by Sir Leslie Price. Chairman of Ura Aostzalian 
Wheat Board, which is attached to the back of this teetinwny.* Sev- 
eral of his main points irere : The CS. loan rate is the only floor in 
the world price of wheat : the United States is the wtM-Id's largest ex- 
porter of wheat and, therefore, the TTnited States detwmines tita 
world price levels. 

Also, reducing the price of wheat does not mean that overall worid 
trade would greatly be increased: any attempts by the United States to 
pilfer other exporting countries' markets will be ntet with atiS resist- 
ance; the U.S. surplus stocks are a major worrj- to the other exporting 
countries; and last, if it were possible for all wheat producers to com- 
pete at higher level?, the U.S. wheat orower. the wwrld'3 wheat growers, 
and the U.S. Treasury would all benefit, and so would the U.S. bal- 
anc€-of-|>ayments position. That was the end of his excerpts. 

This bill not only addresses itself to lon^-tenn solutions, but it also 
would make it pos^ble for agriculture to receive benefits and relief 
immediately. The higher loan rates would enable agriculture and their 
lending institutions to sit down and figure what crops would be most 
profitable in their areas. This would be the best insurance policy that 
America can take out if we want a continued supply of not only abun- 
dance, but also the highest quality of reasonably priced food for fu- 
ture generations. 

Other than the loan rate, the key provision in this bill is the au- 
thority for the formulation of a National Board of Agricultural Gov- 
ernors. The grassroots populace feel that we are not being well repre- 
sented by those who contend that they speak on behalf of agriculture. 
The 15 agricultural members would hai-e to be actual bonafide pro- 
ducers of food and fiber. We are not talking about processors, ship- 
pers, or people who have not been on the fanu for yeai-s, but pi-oduc- 
ers who are involved in the everj-daj- decisions of farming and 
ranching. 

Once again, I would like to jog your memory. The thousands of 
demonstrators here earlier this year were producere. and as a group, 
thej^ were neither yoimg, middle aged, or old. Instead, they were a oi-oss- 
section of all age groups and, most importantly, they represented the 
major food and fiber producing areas of the United States. There are 
those who keep telling you that the biggest response came from the 
Wheat Belt and the areas hit by drought. Even if this were true, it 
should be considered a national disgrace that we have allowed agricul- 
ture to reach the point where one natural disaster can bring about this 
kind of response. These producers came to Washington to tell their 
story. The prices and provisions of the new farm biirwere insufficient 
to meet the consistently rising costs that we are facing. If nothing else, 
a board of producers is needed to give credibility back to the U.S. 
Department of Agriculture. Actual producers have no representation 
in the Department of Agriculture today. 
Could I make another little response ! 
Senator Hodoes. Sure. 
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down to just two producers and then one of them will have to go, as 
one is bound to be more efficient than the other ? 

In all of the crop reports issued, there is one crop missing that is 
probably the most miportant of all — our sons and daughters. We raise 
farmers and ranchers. All the books in the world cannot instill the love 
of land and knowledge that is required to be a successful producer. 
There is not any substitute for on-the-job training The ititangibla 
benefits of the family-type operations are such that I seriously doubt 
a value could be placed upon them. If we are to continue this heritage, 
there has to be profit motivation. 

How come the word "profit" seems to upset everyone when used in 
conjunction with agriculture ? The profit motive is responsible for this 
country's greatness. Productivity should be rewarded and not pun- 
ished, as 9ie situation now exists in agriculture. If the rest of the 
economy was as productive as agriculture, there would be no infla- 
tion. The economists keep saying that we have to use the inflated value 
of our land as our profits. However, the only way to utilize this value 
is to sell out or borrow money against it. This money has to be repaid 
at some point, and the only way to do so is if we make profits. 

I cannot believe that Congress is going to take as cavalier an attitude 
as the President of the United States has taken in regards to agricul- 
ture. The President's statement that "there are good times ah^d for 
those that survive" is insensitive to the human rights of those who are 
pushed out of agriculture for one basic reason — unrealistic low prices 
that do not give the vast majority of producers a chance to make a 
profit. The cost price squeeze that agriciilture faces today is now forc- 
ing both young and older producers out of business. There are many 
people like myself who are not encouraging our children to follow 
our footsteps into agriculture, as it is too uncertain a future at the 
present time. 

I would like to interject one statement, I happen to be one of t^ese 
producers who do not own land ; I am a renter, and we are being forced 
out. I do not have this inflated land value to fall back on. 

I know many of you are sick and tired of looking at the many pro- 
posed farm bills that you have considered in the past 9 months. The 
administration said the 1977 Agriculture Act was landmark legisla- 
tion, and that you would not have to worry about any more farm leg- 
islation for the next 4 years. It was landmark legislation in that it 
would almost certainly guarantee the demise of agriculture as we now 
know it. The attempts that have been made by the administration and 
Congress to shore up the current farm bill are woefully inadequate 
and are not the solution. You can change the diapers, but it is still 
the same ugly baby. 

The current and past production and subsidy bills have already 
proven that they are no longer viable and workable. It is time for 
legislation that will allow agriculture an opportunity to receive fair 
prices from the marketplace and not through Government payments. 

This bill, S. 2626, meets all the necessary criteria that will let agri- 
culture receive its prices from the marketplace. I now would like to 
highlight what I think are sOTne of the key provisions of this bill. 

Most everyone in agriculture will accept as fact that the loan rate 
of the United States sets world prices. In support of that statement^ 
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and then pays me the $43^00 and he gets ^^00, then he has got to 
have $6.30 for him to break even. 

Senator Hodges. In other -words, if you treated farming like yon 
would any other enterprise ? 

Dr. CoNDiE. Yes. 

Senator Hodges. You would not think of taking a half million dollar 
asset and not getting a return on it if you were not a farmer, would 
you? I understand ^rmers approach it differently. 

Dr. CoNDiE. I could tell my son, "If you cannot pay me $43,200, 1 
will sell the farm and buy some bonds and get my $43,200." 

Senator Hodges. And you could do that, could you not ? 

Dr. CoNDiE. Yes ; I could. 

Senator Hodges, We have sat in the sun too long. 

Thank you very much. I appreciate this information. 

Dr. CoNDiE. Thank you. Senator. 

Senator Hodges. Lonnie Arbuthnot? 

STATIIUENT OF lONmE AREUTHKOT, COLOBADO AHERICAK 
AGEICULTDRAL MOVEMENT, LAMAS, COLO. 

Mr. Arbdthnot. Mr. Chairman and members of the Senate Agri- 
culture Committee, my name is Lonnie Arbuthnot of Lamar, Colo. 
I am a member of the advisory board of the Colorado Wheat Admin- 
istrative Committee, one of the earliest supporters and advocates of 
the American Agricultural Movement, and a family farmer of wheat, 
feed grains and cattle. 

In Doth past and future testimonies, you have and will hear those 
who are testifying say that they are proud and privileged to be able 
to testify before the committees. I feel neither pnde nor privilege, but 
rather jname that we are forced to spend time and money that we 
can ill afford to come here and testify before you. 

It is high time that Congress bites the bullet, takes the initiative, and 
exhibits the leadership necessary to legislate sensible long-term solu- 
tions that benefit not only agriculture, but the whole economy. The 1977 
Agriculture Act has proven itself to be insufficient and the recent 
bondaid measures are nothing more than small steps to alleviate one 
of the most serious problems this country has had to face — the eco- 
nomic strangulation of producers of food and fiber in this country. 
The thousands of farmers and ranchers who demonstrated here in 
January and April were not telling you lies; agriculture is in trouble, 
both here and abroad. The members of this body must not shirk its 
responsibility to help protect the most important segment of the 
world's economy, American agriculture and its ability to produce in 
quantity. 

In order to retain this ability to produce, it is imperative that we 
alter the mistaken theory that agriculture has to produce at the lowest 
cost per unit of production. How long will it take this country to lose 
this great asset if Congress allows the TTSDA to continue to pursue 
the policies tlmt has taken another 450,000 of the farmers and ranchers 
from the agricultural scene in 1977 alone ? Even the USDA has deter- 
mined that the most efficient producer of food and fiber are the family 
type operations. Do you want to see the day come that we finally get 
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You will notiOB that I have put in $100,000. Now, I bought a D4D 
tractor back in 1969. 1 depreciated it over 8 years, and so I have no de- 
preciation now. I would like to replace that tractor, but until I get 
some extra money, I will not ; I will keep it going. 

Senator HoDOEfl. Do you have any idea of what that costs now! 

Dr. CoNDiE. Yes; $36,000, and that is on this other schedule (sched- 
ule E). 

Senator Hodges. In 9 years, the cost has gone from $13,400 to 
$36,000? 

Dr. CoNDiE. That is right. 

Senator HoDoea And what is the difference in the price of wheat 
in 9 years? 

Dr. CoNDiE. If you go back to schedule 1, Senator, I have given you 
the high and low of what I sold for during the last 6 years. You can 
see it tnere at the bottom. 

Senator Hodges. Yes. 

Dr. CoNDiE. From all the information I could get this year, the price 
of wheat was not going to do anything, and so I sold half my crop for 
$2.12 back in August. It has made a significant movement upward; it 
is now almost $3 in southeastern Idaho. 

Senator Hodges. I always know it is not going to move up until I 
sell. I always thought I was the guy holding it up ; I am glad to know 
it was you, too. [Laughter.] 

Dr. CoNDiE. Two years ago, wheat was selling for about $3, and I 
said, "No, I am going to wait until it goes to $3.50," and I watched it 
go down to $2.50. 

That is the extent of my testimony, Senator, these schedules I have 
prepared speak for themselves. However, if there are any questions, I 
will be very happy to try to answer them. 

Senator Hodges, I am particularly glad to see what you have here. 
I know that one individual's operation, obviously, has to be looked 
at overall. But I am convinced, and I have said many times — ^not just 
since I have been here, but over the last 8 or 10 years — that most farm- 
ers, if they look closely at their operations, discover that they are in 
difficult economic straits, 

I think that what you have done is apply a strict economic look at 
it. And based on your background in economics, would you agree that 
you have to have some reasonable return to your land, or you just 
simply cannot stay in business! I am talking about land at the in- 
flated price; I am talking about, as an asset, you have to have some 
return. 

Dr. CoNDiE. Turn to table 4 [seep. 152],will you, Senator? I do want 
to mention that here. "Wheat Price Needed to Cover Various 
Costs"— for example, if I were to give my son — and by the way, he 
would like to farm — just give him my land and my equipment, and if 
he had a source of income so that he could eat, in order for h'f" to 
break even, it is $1.71. You can see that at the upper left. 

But what if I say to my son, "Look, I have a half a million dollar 
asset. I think I ought to get at least 8 percent to live on in my re- 
tirement years." Then, he says, "Well, look, if I am going to ran a half 
a million dollar asset, I think I ought to get about 8 percent." 

So, in the upper right, if he pays his direct expenses, if he buys 
his equipment new — he either leases it or buys it, with the interest— 
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'Now, being an accountant, I would feel more at home if I had an 
overhead, a transparency, and a blackboard, but let me do my best 
without those. 

Senator Hodoes. Fine. 

Dr, CoNDis. I broke down the costs by type of operation and by 
oxpenne, as you can see in exhibit II [see p. 153]. And you can see that 
there is so much per acre for labor, fuel, repairs, taxes, and others. 
These are all dirert expenses, out-of-pocket expenses. 

Then I oome up with a subtotal, and tlien I have a column for de- 

{)reciation, and then interest on the equipment and the land. Now, 
pt me turn to my own personal income statement, and if you would 
not mind turning to that, Senator, it is table 1 [see p. 150] . 
■ This is my income statement from schedule F of my 1040, showing 
what I have earned on the 1,844 acres of dryland wheat in southeastern 
Idaho. And I think these figures of net income bear up what you said 
in your introduction, Senator, that there has been wide fluctuation. 

Yes ; I made some money in 1973, when prices started gpmg up. But 
you can then see what happened from 1974 on. Now, I might add that 
my father ran this farm with less than 1.000 acres. We were not the 
most wealthy people in Preston, Idaho, but we were above average back 
in those days. Of course, you can see from these figures that if I had 
this as my only income, we could not survive, with 1,344 acres, 

Senator Hoixieb. What would the value of those acres be ? 

Dr. CoNDiE. I have a value of $300 per acre. However, just 20 miles 
away, a farm comparable to this one sold for $400 an acre. 

Senator Hodges. So, you have have an asset of somewhere close to 
half a million dollars, and you cannot survive on it? 

Dr. CoNDiB. That is right. 

Now, if you will turn to table 2 [see p. 151], I have my actual costs 
for the last 2 years; expenses, direct, and depreciation and interest. 
And then, being a cost accountant, I have this standard cost per acre. 

But you can see, for 1976, at least for the direct costs, I was not very 
far off. In fa<!t. I was within 95 percent of this standard that I worked 
out. For 1977, last year, I was within 85 percent, but I have three stars 
there. Other expenses; I did not spray for weeds last year, for the 
fir.st time in history. It was too dry, and I did not noM to, 

I did not spray for Canada thistle, because I did not have any 
money. This is a noxious weed that is almost out of control in our area 
that needs to have something done to it. I also only fertilized 180 acres 
of the 672, also because of lack of money. I may pay for that this year 
and in the years to come ; I need to fertilize every year. 

But you will notice, then, that when I get down to depreciation, I 
only have $9,500 in depreciation in 1977 and my standard calls for 
$15,000. Now, that standard was based on the price of new equipment 
in Fobniary 1078, and I have a schedule of that; it is schedule E [see 
p. 1581. Senator, if you would not mind referring to that. For the 
others, T have a schedule, also. 

T need $215,000 at today's prices to equip my farm to nm it properly. 
Now, if you will go back to table 3 fsec P- 151], I will show you my 
own depreciation schedule for my ^rm, which is a typical f&vtn in 
southeastern Idaho. 
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same econtHnic level as the rest of our economy. They were particularly 
impressed wiUi tiie Growera-Producera Board, and the way it was 
elected. This board would use our already existing ASCS offices and 
facilities. 

I have heard that there has been a lot of money offered by big 
businesses, grain companiee, and other processors to stop any meaning- 
ful farm legislation. I pray to God every night that this la not true. 
Only you know the answer. 

Senator Hodo£b. Thank you very much. Just for the record at this 
point, what crops do you grow i 

Mr, Wink. We have com, wheat, and soybeans. In our area, there 
are a lot of grasses. Throughout the State of Indiana, there are water- 
melons, cucumbers, sweet com, green beans, strawberries, and orchards. 
We are pretty well diversified over the whole State. 

Senator Hodges. You mentioned this Purdue study. Your land in 
Indiana is productive, is it not ? 

Mr. Wink. Yes ; it is. Almost all the land in Indiana is drylMid, and 
I think the State yield for com is about 105 or 106 bushels. 

Senator Hodges. And even at that high production, Purdue says 
the average cost in Indiana is $2.26 a bu^el, with no return for land, 
taxes, or replacement of equipment f 

Mr. WiNx. Yes, sir. I would like to say as a comment, back in the 
winter, Mr. Fitzgerald had a meeting with some of the Congressmen 
from the State of Indiana. 

SeniUior Hodges. Is this the Mr. Fitzgerald who was here today? 

Mr. Wink. Yes, sir, Mr. Ray Fitzgerald. 

Senator Hodges. Did he know more then than he knew this morning ! 
[Laughter.] 

Mr. Wink. He was trying to explain to the farmers why the 1977 
farm bill would work, and the 1977 farm bill would not pay the in- 
terest on the loan or the personal property tax that would be involved 
in the grain that would be stored on the farm, and the property tax 
that would be charged against the bin to store it in that State. 

I would just like to say that he was part of the reason for me writing 
my testimony the way I did, because it was plain to see that at that 
particular time, he did not know anything about the 1977 farm bill; 
no more than he did today. 

Senator Hodges. This was something they overlooked under the 
1977 Farm Act, had they not, that if you store that commodity, the 
county or State is going to charge you on that as a personal property, 
are they not ! 

Mr. Wink. That is right. There was another thing that I was sur- 
prised you did not come up with there, when he said rent land would 
go up. People that are renting land on shares — why are they going to 
go up ? What grounds did he have to make that statement? 

Senator Hodges. Mr. Fitzgerald is not here. In deference to him, 
it was obvious to mo that someone prepared the statement, gave it to 
him to read, and sent him over. 

Mr. Wink. Senator, Keith Goldman is here with me. He does not 
have anything written, but he would like to make a few statements. 

Senator Hodges. Please, go right ahead. Tell your name, if you 
would, and where you are from. 
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Mr. GoiJ)MAN. I am Keith Goldman from Spencer County, IJid., 
]ust about 10 mil^ from Jimmy. My brother, my father, and I farm 
together. 

Senator Hodges. How many acres do you farm ? 

Mr. Goldman. We own about 350 acres, and we rent about 1,900. We 
do tlie work ourselves ; we do not ride around behind a windshield to 
get the job done. 

We lilie the bill ; we have carried it over the State, We held at least 
12 meetings in 15 days, and we had one man that did not like it; of 
course, he was a Farm Bureau man, to boot. But it is something we 
can live with ; it is a reasonable approach to it, and I do not see why 
in the hell anybody cannot vote for it. 

Senator Hodges. So, in taking it over Indiana, you found support 
among grassroots farmers, men who actually farm ? 

Mr. Goldman. The more people that see it, the better they like it. 
We had people, even at the start of the American Agriculture Move- 
ment, you know, they laughed and made fun of it, as a movement as 
such. We came back with S. 2626, sat them down, and said, "Hey, look 
at this," It just turned completely around. 

You are not a bunch of young, broke, hell-raising farmers anymore ; 
you have got something sensible, and a good approach to it. I just 
wish that all these chairs were full and that there was more interest 
in it than it appears like there is. 

Senator Hodges. You realize that the interest in it has been from 
grassroots farmers, and they are having to — as I am sure you need to 
be. homo in the fields, if you could be. 

Mr. Goldman. Well, Jim and I, we spent about $300 apiece to get up 
here, and my complanter is sitting at home on a turn row. It was that 
important for us to come, and I cannot for the life of me understand 
why a Senator of the United States docs not think it is important 
enough to be here. 

If I were a Senator and a guy was coming from my State to testify 
before my committee, I would feel obligated to be there if he was 
going to talk about the dog taxes in his home county. Jim and I 
walked in the door, and that was the first comment we made; there 
was one man. 

We do not really know quite what to think of it, because we look 
at the bill and if I can live with it, anybody can, because I am one of 
the first people who hollered, "Get the Government out of agriculture." 
And if I can live with it, I feel like any family farm in the country 
can. 

Senator Hodges. Let me ask you this : Earlier, I had heard comments 
that, particularly, com farmers are not willing to ever have any man- 
datory set-aside. If com farmers that you have talked with knew that 
the floor on com was at cost of production, if a surplus developed, do 
you think that the farmers you know, and yourself, in terms of com 
growers only, would be willing then, if a surplus developed, in order 
to keep the costs of production price, to set aside on a mandatory basis? 

Mr. Goldman. There are a certain number of com farmers — ^most 
of us are short-legged, overweight Dutchmen, kind of set in our ways. 
You are not going to please all the people ; it does not make any dif- 
ference what you do. Those who holler first are usually the more out- 
spoken bunch. 
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I have got a cousin who was probably more rocal agtainst the Ameri- 
-can Agricultural filovement, and anything we were talking about, than 
anybody I have seen yet before, at first. He came and visited one Sun- 
day; he is an older fellow of about 55. We sat there and argued for 
about 3 hours, or a family discussion, if you will. 

I took S. 2626 to him, and he said, "By God, I will do it." He said, 
"If I know that it is going to treat me the same as a 10,000-acr6 land- 
owner, I am all for it." He said, "If we are overproducing, why should 
not the man with 40 acres have to sacrifice his share, just like the 4,000- 
acre landowner?" To me, it is plain and simple. 

Senator Hodges. So, he liked the fairness of it, and the equality of it. 

Mr. Wink. The people tliat I talked to about the mandatory thing 
and about the bill, they would be willing — ^they would not do it if 
everybody would not, but if everybody had to do it, fine. To maintain 
a good price of cost of production, they would be willing to accept 
mandatory controls. 

Senator Hodges. It is ironic to me. My experience has been the same 
as yours, that when you get out to the actual farmers, they are very 
much for 2626. If you get into those who are either lobbyists or repre- 
sent the country club crowd of farming, you get a totally different 
reaction. I say those who prefer low prices and high volume oppose 
this bill ; the bakers and the processors, and so on. 

5Ir. Wink. Senator, I would like to say this, that in Indiana, every 
week since the bill has been out, and a little bit before, we have sent 
out a copy to 48 newspapers in the State of Indiana. And bit by bit, 
we have taken S. 2626 and explained it, and we have put it in the paper. 
There are lots and lots of farmers in Indiana who know about S. 2626. 

Senator Hodges, What sort of response do you get? 

Mr. Wink. Everybody wants to know when we are going to get 
it done. 

Senator Hodges. I would like to know, too. [Laughter.] 

Did you want to add something? 

Mr. Goldman. I just wanted to thank you for your efforts with it. 
We appreciate it ; it has got the right ideas to it. A vote against it, to 
me. is going to be just like telling the family fanner to go straight to 
bell. That is just the way we feel about it. 

Senator Hodges, I agree with you. Thank you for coming and taking 
jour time from your farming operations. 

The other witness, Mr. Denison, was unable to catch a plane. We 
will resume the hearings in the morning at 9. 

[Wliereupon, at 11 :38 a.m.. the hearing was recessed, to reconvene 
on Tuesday, May 23, 1978, at 9 a.m., in room 324, Russell Senate Office 
Building.] 
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CONSUMER AND AGRICULTURAL PROTECTION 
ACT OF 1978 



TTTSSOAT, 3[AT SS, 1978 

tI.S. Senate, 

SuBCOMMrPTEB ON AORICOI.TUBAL PROTUOnON, 
MARKEnNfl, AND STABILIZATION OF PrICE8 OT THE 

Committee on Aoeicultdkb, NuTRmoN, and FaBEsrRT, 

WtuhtTiffttm, D.C. 

The subcommittee met, pursuant to notice at ft a.m., in room 324, 
Hussell Senate Office Building, Hon. Kaneaster Hodges, Jr., presiding. 

Present: Senators Clark and Hodges. 

Senator Hodges. The hearing will come to order, please. 

We are continuing hearings this morning on Senate bill 2626. Most 
of the testimony this morning will involve those directly involved in 
agricidture and, of course, those most affected by the bill. 

Our first witness this momingwill be Mr. L. A. Davidson of In- 
dianola, Miss. Have a seat, Mr. Davidson, and tell ns vfho you have 
with you please. 

Mr, Davidson. Mr. J. M. Bearden, from Isola, Miss. 

Senator Hodoes. Just proceed at your own pace, Mr. Davidson. 

SIAIEHEHT OF L. A. SAVIBSOIT, HIDIAKOLA, HISS., ACCOUFAinEO 
BT J. U. BEAKDEN, ISOLA, IQSS. 

Mr. Davidson. My farm operation consists of more than 1,500 acres 
in Sunflower County, Miss, The soils on this farm are productive and 
well drained Mississippi Kiver alluvial types not subject to flooding. 
The fields are of sufficient size and suitable arrangement for efficient 
and modem cultural practices. The soils are well adapted to the crops 
and rotations used. Yields obtained usually compare favorably with 
the area averages and the Midsouth averages. 

We use a diversified cropping system with cotton, rice, and soybeans 
to take the best possible advantage of economic conditions, soil pro- 
ductivity and soil adaptability. In 1978 we plan 750 acres of cotton, 
400 acres of rice, and 400 acres of soybeans. These crops will receive 
the best cultural practices common in our area that have been proven 
over a long period. 

I rent the 750 acres of cotton on a share basis to a qualified farmer 
who owns an interest in two cotton gins, a chemical and fertilizer 
company, a farm equipment company, and other agribusiness. He is 
Mr. J. M. Bearden, who accompanies me. 

I rent 400 acres of rice and 400 acres of soybeana on a share basia 

to a partneisbip with adequate equipment, labor, and ezperi^ce to 
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produce maximum yields efficiently. All renters have adequate fihanc- 
ing guaranteed for 1978 and will not be limited by lack of funds. 

I participate in most phases of the farming operations and am avail- 
able for assistance whenever needed. The farm has a $100,000 irriga- 
tion system that can provide over 2 million gallons of water per day. 
I have worked 25 years to make the farm efficient and economically 
productive under as broad a range of conditions as possible. Our sys- 
'tem of owner-tenant operation dilutes the effects of adverse weather,. 
insert damage, government policies, and general economic conditions. 
Nevertheless, both owner and tenants have lost heavily for the past 4 
yeais. If the tenants do not make a reasonable profit in 1978, they 
must make drastic changes in their operations. I will seriously con- 
sider selling the farm if a profitable crop is not produced. In 1978, 
750 acres of cotton have been planted two times and have not emerged 
on May 21. 

If the cotton yield on our operation equals the Sunflower County 
average yield for the last 4 years and the target price of 52 cents per- 
pound is obtained, my cotton producer will lose approximately $100' 
per acre on every acre of cotton grown. 

Some renters in the area who pay cash in advance will lose as 
much as $125,000 per acre. These computations are based on the USDA 
and Mississippi Agricultural Experiment Station budget ^udies for 
1978, designated as information bulletin 2, 'February 1978. 

TTie 1978 rice crop has been planted and should make the average 
yield produced in the county for the last 4 years if favorable growing- 
and harvesting conditions prevail the remainder of the year. If the 
crop can be sold for $4 per bushel as assumed in the above-mentioned 
budget studies, the rice operator will lose approximately $40 per acre. 

The 1978 soybean crop nas not been planted at this time, but assum- 
ing the production equals the county average yield for the last 4 years 
and the price equals the $5.50 per bushel projected in the aWve- 
m^itioned budget, the net return before general overhead is deducted 
will be about $20 per acre. The interest owed to the Farmers Home 
Administration on past debts will absorb more than this amount. 

All of tiie tenants have lost money over the last 4-year period and 
are in debt with very large interest expenses adding to the annual 
deficits. Loans and moratoriums have enabled them to continue farm- 
ing, but have increased their accumulated debt each year. If the point 
of no return has not been reached, it is very close for a majority of 
the producing fanners in our area who are without substantial income 
from outside sources. 

The prices farmers must pay for most farm equipment have tripled 
in the last 5 years. Labor costs have tripled and the cost of many sup- 
plies has tripled since 1973. 
We sold our 1978 crop of cotton for 50 percent of the 1973 top price. 
Some of our 1978 crop of rice has already been sold for less than 50' 
percent of the top price of 1973. Soybeans are selling today for ap- 
proximately 60 percent of the top price 5 years ago. 

It is impossible to understand why commodity traders, USDA 
officials, and many other economists fail to realize that no industry can 
survive under such conditions and the result will be a complete replace- 
ment of our traditional efficient, reliable system of producing the 
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greatest amounts of food and fiber at the clieapest, relative, prices, 
that the world has ever known. 

It does point out the unreliability of the sources of information used 
in tJie past to determine policy foi-mulation. I would submit that one 
can substantiate anything desired by chotsin^ 18 cotton budgets, T 
rice budgets, 22 soybean budgets, as was done in the March 31, 1978, 
report "Costs of Producing Selected Crops in the United States — 
1976, 1977, and Projections lor 1978." 

I am referring to this periodical right here. And for the whole 
country, that number of budgets was the budget tjiat this was based 
on. 

A casual glimpse by a Midsouth farmer at the "Southeast" and 
"Delta" projections will show that they are completely misleading. 
Also, the notion that land costs allocated to production expenses can 
be based on the average land value since 1941 is impossible for a farmer 
to comprehend. Even with these unrealistic inputs, the cost of produc- 
ing cotton in 1977, according to their computations, was 66 cents per 
pound, or about 20 cents more than tlie loan price and 15 cents more 
than the selling price in our area for the harvest period of 1977. 

The Mississippi Experiment Station and USDA Information Bul- 
letin 2 of FebruaiT 1978, page 15, projects a cost of $300 per acre, 
without an input for land rent or general overhead expenses. They 
base their profit projection on a yield of 730 poimds lint per acre 
when the 4-year average yield in my county is 370 pounds, as compared 
with the 730 pounds in their example. They also use an estimated land 
charge for cotton in 1977 of $37.56 per acre when it is a matter of 
public record that 16th section school parcels have rented for 2 times 
that much under terms of cash in advance, plus taxes. 

Projections until 1980 made by Purdue University staff members in- 
clude statements that good managers can make high returns and have 
good income opportunities. They charge to the cost of production 
approximately one-third of the land investment costs and no farmer 
can have a viable operation with that little a return on his investment. 

I believe that a board of producing farmers must be depended on to 
analyze and correct all data to be used in formulating Government 
policies or the roller coaster we have been on for so long continue, and 
a dip will soon completely stall our production system. 

My county, Sunflower County, Miss., extends nearly 60 miles through 
the major cotton producing area in Mississippi. It usually produces 
over 10 percent of the cotton in Mississippi. Soil and climate conditions 
are representative of the major part of the Mississippi River alluvial 
plain and I feel confident that our production data and conditions are 
representative of the entii-c Midsouth area. 

I can state unequivocally that we cannot survive under the 1977 
Agricultural Act, and the token changes in the 6-month period since 
it was enacted do not make it workable. Mr. Carter was quoted May 16, 
1978, as saying that "I intend to propose legislation to remove this 
minimum price provision." He was referring to thf incr'-R-" on *'>f -^4- 
cent loan to the 48-cent loan minimum now existing. Neither 44 nor 
48 cents is in the ball park, $4.50 soybeans will not save the industry, 
as everyone in our area that can possibly leave $6 soybea-s to produce 
rice, at a bare subsistence level, is producing rice this year. 
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Conaumer prices of most foods and cottcm wear have demonstrated 
that they go up regardless of drastic reduction in prioes to the farmer. 
So thai dragon of fear has been proven a tool of the price depressant 
Axperta. Our exports went down tremendously last year regardless of 
the fact that moat of the agrioultural products were sold below the cost 
■of production and the farmer had to borrow money to pay for the 

Srivilege to export. That was in dollar value that the exports went 
own. According to news releases, Japan agreed to reduce her trade 
advantages in 1^8 fnan $10 billion to $6 billion by next spring. From 
January 1, 1978 to Mardi 81, 1978, the advantage already was $4.2 
billion. Japan, as well as all other countries, should have their import 
duties, purchasing gimmicks, and trade policies publicized and ex- 
amined to determme what true facts are restricting the profitability of 
-our agricultural commodity exports and have appropriate action taken. 

According to late reports, Nigeria is the only OPEC nation that 
has maintained the same 1977 ratio of U.S. imports thus far in 1978. 
All others have decreased the ratio of American products, favoring 
imports from other countries. 

A farmer board should be empowered to examine the true facts 
concerning synthetic fiber production costs and what effects, if any, 
that tax writeoffs, corpor^ loss shifting, or any accounting gim- 
micks have on sales prices of synthetic fibers to spinners. After all the 
years of manipulations through embargoes, tradeoffs, exploitations 
By international commodity traders, production forecast errors, and 
other adverse actions, time is growing short for corrective action. 

In 1896 William Jennings Bryan said it clearly : "Bum down your 
cities and leave our farms and your cities will spring up again as if 
by magic, but destroy our farms and the grass will grow in the streets 
■of every city in the country." In today's jargon, when our farmers can 
no longer produce our low-cost food, or when they have no economic 
incentive or ability to produce this food, truly again "the the grass will 
■grow in the streets of every city in the country." 

On a recent trip to China, an old China resident was asked by a first 
time visitor if the Chinese in Taiwan and Hong Kong were the same 
genetically as the mainland Chinese. There was such a definite differ- 
ence in pnysical movements and attitudes that the first time visitor 
could not accept the fact that they were from the same stock, but re- 
flected the environmental foreos that have caused China and Russia 
to change from agricultural commodity exporting nations to large 
scale commodity importing nations. 

It is difficult enough to produce for wealth redistribution with your 
neighbors, but when it involves both neighbors and foreign nations, 
one thinks of years of struggles against many adversaries by genera- 
tions and it must become a part of your decisionmaking. 

Without a drastic change from the present price structure and con- 
stantly changing policies in various directions, the USDA will have an 
■opportunity to see how well they can handle the farming of the mil- 
lions of acres of farmland that the U.S. Government receives title to. 

I do not care to predict what kind of production that insurance 
companies, foreign investors, and government agencies will achieve 
when the present producing farmers are forced to decide whether to 
change their system or look for a city job for money to feed their 
•children. 
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In my judgment, Semite bill 2626 is a sound approach to a stable 
policy of continuous farm production, contributing to a viable econ- 
omy. We cannot continue to be subjected to constantly increasing cost 
inputs while suffering from sales price fluctuatioDJS from month to 
month and year to year by amounts impossible to live with. Keither 
can we operate under t^ constant threat of embargoes by the President 
and shutdowns by dock strikes and labor disturbances during harvest. 
We must have some signiEcantly help rapidly. Prices paid by fatmers 
for labor, fuel or for harvesters are set by law or bv monopolistic con- 
trols that guarantee everyone involved a profitable return, covering 
all expenses and a profit on their investment. To pay the required 
prices, farmers producing cotton, rice, soybeans in the delta ana Mid> 
south have mortgaged or sold their property to the extent they have 
little or no equity feft in any possession. labor has been driven from 
f armwork because the farmers were not financially able to pay them 
the wages set by law, not because the work ceased to be there, not be* 
cause me farmer want«d to do the work himself or could manage 
without it. The work is still available. But the government is forced to 
spend billions of dollars feeding and caring for these people and their 
dependents. 

In 1953, over 50 families were employed on my farm; in 1978 
5 families, or the maximum that can be paid for, are employed to do the 
essential work. Maintenance work must be neglected. No more savings 
or changes can be made. 

We need leg^ation that will enable and permit us to pay oiir legal 
debts and survive along with the business and labor community of wie 
World and preserve our lands in a viable condition. In my judgment 
S. 2626 will provide eight necessities for an efficient agriculture, stable 
U.S. economy and an adequate world food and fiber supply. 

(1) It will enable the farmer to keep his land out of the hands of 
foreign investors, speculators, insurance companies, and lar^ com- 
panies who would have the capacity to demand and get extremely high 
food and fiber prices from the consumer. 

(2) It will preserve the greatest example of efficiency and depend- 
ability the world has ever produced by enabling the farmers of 
America to pull their destiny from the restrictive grasp of government 
agencies that have a dictatorial stranglehold on the majority 
of the family type farm operations in theMidsouth. The loan agente 
of the Federal Government, have a growing ability to close down any 
operation that doesn't adhere to their demands. 

(3) It wUl, through its 3-year loan feature, provide the world with 
a storehouse of food and fiber to use during disastrous years through 
the action of normal supply and demand surpluses which would do 
adequate, but not burdensome. 

(4) It will stop the foolish and frustrating program of forcing the 
farmer to provide the world with food and fiber at a personal loss 
on every item he sells below full cost, including profit enough for 
maintenance of his farm enterprise. No justification can be made for 
subsidizing OPEC or other nations and customers. There is no sound 
reason for production costs to exceed sales prices for long periods of 
time. 

(5) It will provide the farmers with reliable information not now 
available on the minimum price we will receive for our products. We 
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can then plan our year's operation with confidence that we do not have 
to check with ASCS or Fanners Home Administration each morning 
to see what policy changes were made the night before. Presently the 
USDA information, cdlege economist opinions, stated government 
plans and established misnamed farmer organization platforms could 
not be more misleading and destructive if our worst enemies formulated 
them. 

(6) It will provide farmers the means by which they can determine 
and take remedial action when other countries are using restrictive or 
unfair practices to penalize our products, such as Japan's wheat and 
other commodity penalties. 

(7) It will provide the farmer with an ongoing opportunity not 
now available to maintain and rebuild the fertility of his soils that 
have been depleted in an att«mpt to avoid bankruptcy over the past 
4 years. 

(8) It will enable farmers to expect and obtain a return on their 
capital investment, necessary in every business, whether it be General 
Motors or the comer magazine store. 

Gentlemen, there is no way to exaggerate the importance of and the 
necessity for you to take affirmative action on this bill. 

Thank you, sir. 

Senator Hodoes. Thank you very much for an excellent statement. 

Do you mind if I ask a few questions ? 

Mr. Davtobon, No, sir. 

Senator Hodoes. Just to give yon a background of why I am going 
to ask you a few of them, it has often been said it is the young: fanner 
that is in trouble, the ones that bought the land in the last 3 or 4 
years. May I ask your age, sir ? 

Mr. Da^toson. Sixty-one. 

Senator Hodoes. And do you own the land that you refer to here ? 

Mr. Davidson. Yes, sir. 

Senator Hodges. You own all 1,500 acres of it? 

Mr. DAnnsoN, Yes, sir. 

Senator Hodges. How long have you owned t]mt land 1 

Mr. Davtoson. Since 1951. 

Senator Hodges. So your statement includes your background, 
which indicates you owned 1,500 acres in Sunflower County, Miss., 
since 1951 and you lost substantial money all of the last 4 years and 
you are not a young farmer nor having recently come to it, are you ! 

Mr. Da\tdson. No, sir. 

Senator Hodoes. Sunflower County, Miss., is one of the most pro- 
ductive counties in Mississippi, is it not, with some of the the best 
soil? 

Mr. Davtobon. It is typical of the alluvial flood plain in the Mis- 
sissippi Delta and, as I stated, it extends for 60 miles up the central 
part and it borders most of the counties in the delta region that pro- 
duces most of the cotton. 

Senator Hodoes. "Wliat would you estimate, if you simply put your 
1,500 acres on the market, would it be worth, and what I am getting 
at is to see what sort of investment you have or asseit you have if the 
fact is that it is not producing anytliing. Would you mind just simply 
speculating, in a range, what you think it is worth ? 
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Mr. Davidson. I think a ball park figure would be around—there 
are over 1^00 acres in cultivation, so I would think it would be in the 
area of $1.5 to $2 million. 

Senator Hodges. Would I also be con-ect, since I happen to know 
something about Mississippi farmland, altiiough not a great deal, 
would it be correct to say if you put it on tlie market the odds are 
strong it would either be bought by an insurance company, land spec- 
ulators generally or foreign investors ! 

Mr. Davidson. I think that would cover the only ones interested or 
able to buy it. 

Senator Hodqes. Insurance companies have become particularly in- 
terested in buying land in Arkansas and have acquired large tracts. 
Is that also a trend you are b,;ginning to see in Mississippi ? 

Mr. Davidson, That if. a very definite trend and I have had insur- 
ance people ask me if I wanted to sell the farm. I told them no. Tliey 
made no price, but they made the offer or asked the question. 

Senator Hodges. Have you also noticed a trend where periiaps in- 
surance companies are now willing to loan considerably higher per- 
centage of the appraisal value of land ? 

Mr. Davidson. If it is good land, they just ask what would you like 
to have. There jiint seems to be no basis, other than just what a man 
would like to have so thoy can get it on the books. 

Senator Hodges. I notice you raise cotton. Looking at the 1977 farm 
bill, if there was ever any crop that was treated like a stepchild, in 
my opinion it would have to be cotton. Would you agree with that? 

Mr. Daiioson. I would agt-ee, and that has Ix'en consistent with past 
programs. The farm organizations have usually used the cotton in- 
dustry as a trade-off to get other programs through and, of course, 
the competition, the synthetic manufacturing companies, have received 
tax writeoffs, tax advantages to build plants to produce synthetics, 
and I )ust have no idea how much it costs to produce a pound of syn- 
thetic material. But, of course, cotton can be produced at a fraction of 
the cost in fossil fuels that a pound of synthetics can be produced for. 
It is a much more efficient production system than the synthetic sys- 
tems, speaking primarily to the fossil fuel needs. 

Senator Hodges. And hearing both personal conversation and testi- 
mony from the Cotton Council and others, I am consistently struck by 
the fact that, one, the group that supposedly comes and speaks for the 
cotton fanner in fact represents all segments of the cotton industry, of 
which farming is probably only one-seventh, that is, there are six 
others, shippers, crushers, ginners and so on. 

Mr. Davidson. Yes, sir. 

Senator Hodges. Part of the concern I have is that these people that 
say we will lose our overseas markets are not being realistic in that if 
you consistently try to sell it for substantially under what it costs you 
to produce it, then regardless of whether you lose your overseas market 
or not, the existence of that market has to to be irrelevant to a pro- 
ducer. Am I accurate in stating your feelings as a producer? 

Mr. Davidson. That represents them, and I am not convinced though 
that we cannot sell our crop overseas at the cost of production, plus a 
return on our investment in land and return for our labor because the 
point that you brought out, the data is prepared by these groups that 
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are interested in volume dipping and they make so much per bale 

and they really 

Senator Hodgbs. Tliey would rather have 11 or 12 million bates, 
regardless of what it costs to produce it. 

Mr. Davidson. Right, and regardleas of whether each bale shipped 
overseas carries farmer equity or actual dollat^, and the producing 
farmer has no real input m fanner organizations such as the Farm 
Bureau or the National Cotton Council or any of the others. They do 
not have aiw input. 

Senator Hodges. Have you talked with other farmers in your are* 
about whether or not they are having similar problems to yours and 
-whether their feelings are similar to vours? In other words, are you 
Tepreeentative, in your opinion, of the farraere? 

Mr. Davidson. Eveiyone that has read S. 2626 agrees with my 
treatise. I find that a whole lot have not read it. The buokers say that 
approximately 75 percent of their farmer clientele have had to leave 
the old established financing institutions and go to Government agen- 
cies such as the Farmers Home Administration and the Small Busi- 
ness Administration and th&t seems to be the consistent Midsouth fig- 
ure— 75 percent. 

Mr. Bearden is a director of a bank and one of the larger farmet 
financial organizations in our area and he has some personal figures 
of his famuy operation and can make comments on the banldng 
situation. 

Senator Hch>ges. Yes, I would like to have his t*timony in a 
moment. 

We have a similar serious situation in our area where people are 
converting sliort-term debt to long-term debt and it disturbs me when 
you take short-term operating debt and convert it to long-term capital 
debt. It seems to me, with the little economics I know, that this is sim- 
ply postponing a problem and making a farmer not only a gambler in 
putting his crops in the ground, hopmg he gets them up and to har- 
vest, but he becomes a serious gambler m the long-teiro hopes of crop 
prices going up, simply to get him out of his long-term debt, if I am 
makingsense to you. 

Mr. Davidson, Yes, sir, and it has the same input on his costs. It 
doesn't matter whether it is $100 interest per acre of land or $100 in- 
crease in your diesel fuel cost, it is a cost attributable to the cost of 
production of that crop and it is $100 regardless of what it is. 

Senator Hodges. In other words, when you start having to borrow 
against your capital assets for your operating expenses, then you are 
in a serious down cycle that has to end up in bankruptcy. 

Mr. Davtoson. There is a point of no return, where it ends up in 
bankruptcy or in some other state and when it gets to that in a siz- 
able part of the industry, the entire industry will fail. 

Senator Hodges. Mr. Bearden, I want to give you an opportunity to 
make a statement, if you would like, 

Mr. Bearden. Thank you, sir. It will be very short. 

Senator Hodges. Take whatever time you need. You might give your 
background. It is helpful, I think, for the people that will read the 
record to know sometliing about your background ; perhaps what your 
age is. what investment you have in farming, and how much you are 
speaking of personal experience. 
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Mr. Davumon. Escuse me. I neglected to asy I have a masters de- 
gree in agronomy and got it before I started farminK, and I worked 
for the agricultural experiment station and agricultural colleges before 
I started farming- 
Senator Hodges. Thank you. 

Mr. Bbahdbn. My name is Gierald Bearden. I am 37 years old and 
a farmer from Humphreys County, Miss., located in the Mississippi 
Delta. I have a B.S. degree from Mississippi State University. 

My father, two brothers and I farm 7,200 acres of delta lands lo- 
cated in Humphreys and Sunflower Counties, Miss. We plant 4,100 
acres of cotton, 500 acres of rice, 900 acres of catfish, and approxi- 
mately 1,500 acres of soybeans. We own 4,000 acres and rent 3,200 acres 
of this land. It is all well drained and located close to town, making 
farm supplies eeaily available, at lowest possible prices. 

Some of the illustrations or examples I am fixing to use may sound 
like personal problems, but they are common problems with all of our 
neighbors and farmer friends. 

We own an interest in cotton gins, feed mill, automobiles, tractor, 
fertilizer, and chemical dealership. Being a major stockholder, we 
have the best purchasing power of farm supplies of any farmer in our 
area. 

The cotton, soybean, and rice part of our operation has been disas- 
trous for the last 4 years. The production has been low for several'rea- 
Bons, one being weather conditions which we cannot control, the cost 
of production and price received for the commodities being the major 
reason for the disastrous years, 

I have been farming since 1962. The following will give you an ex- 
ample of cost of production in 1962 versus 1977 : We had a budget of 
$100 per acre total cost from the foreplanting until after harvest for 
cotton in 1962. In 1977 we spent $96 per acre on the insecticide alone. 
The total expense for harvesting an acre of cotton in 1977 was $300 
before any rent was added. 

TTiese expenses cannot be reduced on our farm. In the last 2 years 
we have disposed of all of the luxuries, such as two farm managers, 
one mechanic, and several laborers, referred to as helpers. These lux- 
uries we had enjoyed in the lates sixties and early seventies, when we 
were making a profit 

Now as to the 1966 versus 1977 gross income : In 1962 we sold our 
cotton for 32 cents per pound ; in 1977 we put our cotton into govern- 
ment loan at an average price of 41.8 cents per pound, this being an in- 
crease in price of approximately 25 percent, whereas the cost of pro- 
duction increased by 300 percent from the year 1962 to 1977. The 
above examples explain why we have had disastrous years. Had we 
not owned the land, we would be out of the farm busmess. We have 
increased the loans against the land for the last 3 years. The tract of 
land my grandfather owns did not have a mortgage on it between 
1940 and 1976. Today it has a loan of over $400 per acre with Federal 
Land Bank. This monej was used to pay the crop production loss of 
1975. Inflated land pnces is the collateral we have been using for 
production losses. 

An example of inflated land prices is as follows: We purchased 320 
acres of land in 1970 for $500 per acre. We paid $125 per acre down- 



)y Google 



66 

payment and received in loan from the Federal Land Bank $375 per 
acre. 

Today, 7 years later, we owe $1,200 per acre on the same tract of 
land. The interest 7 years ago on the unpaid balance was $31 per 
acre ; today it is $108 per acre per year. 

Some of the opposition to this bill is that the conmiodity prices will 
be so high we will be priced out of the export market. The only ex- 
port market that has helped me is the price for Mississippi Delta land. 
Foreign buyers inflated price enough so I could borrow a little more 
money each year to make it possible for me to pay production losses. 
I can see now that we cannot borrow ourselves out of debt. We are fast 
approaching the point of no return, wifJi the interest on farmland 
amounting to over $100 per acre each year. 

The cotton mns we own and operate have the same problems as the 
farmei-s. In 1^3 we ginned 6,800 bales of cotton and had a profit, be- 
fore depreciation, of over $200,000. In 1977 we ginned 18,800 bales, 
almost three times as many as 1974, and had a break-pven year. The 
reason for this was cotton sold for $160 per ton in 1974 and sold for 
$80 per ton in 1977. The gross sale of cottonseed barely paid the 
operating cost, not cliarging any depreciation. The increased cost of 
labor and energy supplies contributed heavily in not making a profit 
in 1977. 

In the early sixties we had a loan rate on cotton that assured a cotton 
farmer a reasonable profit with an average yield. Today we cannot take 
loan price for cotton with a bumper crop and break even. 

The community I live in is so dependent upon farmers. If the farmer 
«annot buy and pay for the products of the merchants, then the mer- 
chant and the bante cannot profit either. 

Gentlemen, the point I am trying to make is we cannot cut produc- 
tion costs and we cannot survive in the farming business today, with 
today's prices. With bill S. 2626 the farmers will be assured of enough 

fer pound for his commodity to earn a small profit with normal yield, 
f the farmer shows a profit, the merchant and banker will too. Thia 
will help every person in our community. 

I ask that you give bill S. 2626 careful consideration and enact it 
into law before it is too late for the American people, not just the 
American farmer. I am not asking for any forgiveness of a loan, any 
charity or guarantee of profit each year just because I am a farmer; 
I am asking for a fair price for my commodities so I ctm make a profit 
by hard work and good management. This bill gives me that 
opportunity. 

Thank you, sir. 

Senator Hodges. Thank you very much, Mr. Bearden. 

Let me ask you one or two questions. You are a large operator. Do 
you llaak there is any diflferent situation or any different effect in 
economic terms for the small operators in your sreaf 

Mr. Beakden. No, sir, I do not. 

Senator Hodges. You indicated you are on a bank board ; is that 
correct? 

Mr. Bearden. Yes, sir. 

Senator Hodges. Without revealing any specifics, what would you 
say is the outlook from the bank atandpoint ? Do you see this reflected 
across the board, this economic problem in Mississippi and in your 
area! 
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Mr. Bbardbn. Yes, sir. To give you an example, we have a subsidiary 
of the bank known as Dixie Aid. It supplies production money for 
the local farmers; 2 years ago we had $7.5 million in loans; today we 
have $4 million in loans, with about 40 or 50 percent customers — what 
I am trying to say is even though we still have over 50 percent of the 
money out in loans, we have less than 50 percent of the customers be- 
cause tlie loans that we have, a big part of it is loans that weren't paid 
last year, are just accumulated carryovers. The reason we lost mese 
customers is they had to go to FHA or SBA loans or some other lend- 
ing institution. 

Senator Hodges. Tliey simply converted their short-term debt to 
long-term debt, using their assets? 

Sir, Bearden. Yes. 

Senator Hodges. This philosophy you have been talking about has 
been occurring in the last 3 or 4 years, that is, to borrow yourself out 
of debt? 

Mr. Davidson. I might add the smaller producer, their cost of pro- 
duction per unit is much higher than Mr. Bearden's because of their 
better purchasing prices. Tliey get them at wholesale and they have 
had, in their businesses they have had to go up on the market to cover 
the loss on other accounts, so tlie spread is broadening between his 
deficit purchasing power and the average farmer-operator, family 
farmer. 

Senator Hodges. Mr. Bearden, you are from a different county than 
Mr. Davidson ? 

Mr. Bearden. Yes, but it is really close. 

Mr, Davtoson. It is adjacent. 

Senator Hodges. As you talk with farmers, do you also find that the 
opinions that you hold are similar to theirs or do you find that you are 
an exception in terms of your economic forecasts and economic 
consequences ? 

Mr. Bearden. No, sir, it is all the same. 

Senator Hodges. I thank you very much for your testimony. 

Benny Fratesi, Pine Bluff, Ark, 

STATEMEKT OF B. I. FEATESI, PINE BLTJTF, ARK., ACCOMPAMIED 
BY PERRY STRATTON, CHAIRMAN, JEFFERSON COUNTY ASC 
COMMITTEE AND BEN COILINS, POINSETT, AEK. 

Mr. Fratesi. Mr. Chairman, today I have with me two farmers 
from Arkansas that I would like to introduce: Mr. Perty Stratton, 
from Jefferson County, who is chairman of the Jefferson County ASO 
Committee, and has been for 5 years. He has been a 20-year member of 
the committee. He is a board member of the Jefferson County Soil 
Conservation District and president of the Arkansas Association of 
Farmers. 

Also I have Ben Collins, a farmer and landowner and lifetime 
fanner from Poinsett County, Ark., a rice and bean farmer. 

My name is Benny Fratesi. I'm married and have three children, 
two boys and a little girl. I have a B.S. degree in agriculture from Qia 
University of Arkansas. I've been farming 600 acres of cotton, 1,000 
acres of soybeans, 200 acres of wheat, and 100 head of cattle {cow and 
calf operation) for 17 years. I've been one of the more fortunate 
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■fanners that have surrived natural disasters and our inadequate farm 

frograms. I have been a leader in the A.A.M. to get 100 percent parity, 
realize from the economics of agriculture that we the producer 
farmers cannot continue to produce food and fiber for the consumers 
of this Nation under the present farm bill and survive. 

Therefore, I come before you today as an Arkansas farmer to testify 
for Senate bill 2626. The farmers from Arkansas endorse this bill as 
the salvation to agriculture and a major step toward solving the eco- 
nomic and inflationary problems of this country. 

First, its a farmers' bill written by farmers for farmers to provide 
for a price for their agricultural commodities of not less than the cost 
of production. It also assures the consumer an adequate supply of food 
and fiber at reasonable prices. Whereas the present farm bill was writ- 
ten by processors, millers, shippers, and organizations not represent- 
ing the producer. 

Second, it sets up a board of producers to help establish a true cost of 
production and to nelp keep them current with rising costs. This board 
will be made up of fanners elected by farmers to advise and assist the 
President, and the Secretary of Agriculture on any matters pertaining 
to agriculture. Whereas, in the present farm bill the farmers have little 
input into the final cost of production figures used in setting loan and 
target prices. 

Third, S. 2626 sets up a 3-year loan program that would enable the 
farmers to hold their commodities off the market during times of over- 
production in order for the farmers to balance suppty and demand 
and bring the price at the marketplace back up to the cost of produc- 
tion. This bill gives the farmers a fair price, plus protecta the consumers 
with a cost of production and triggering release price when supply is 
less than demand. Whereas, under the present loan program its intent 
is only to help the farmer not to have to sell at harvest time. This 
gives the buyers another tool to be used against the farmer. 

Fourth, the bill sets up a National Commodity Reserve that would 
provide an adequate supply of food and fiber in time of war and na- 
tional emergency. This reserve could be used to take pressure off of a 
bumper crop and help keep supply and demand in balance and sta- 
bilize the pnces to farmei-s and consumers- 
Fifth, the Bumpers-Hodges bill gives the fanner the freedom to 
plant the crops that his land can produce most efficiently. It assures 
the farmer the cost of production for the commodities he produces for 
accepting production adiuBtments on his farm. Therefore, keeping 
supply and demand in balance and allowing the farmer to get his price 
at the marketplace and at the same time stabilizing the prices to the 
consumer. Whereas, the present farm bill causes farmers to switch 
from one commodity to another with no control on total production. 
This causes shortages in some commodities and over-production in 
others, creating an Gcononiic problem for tlie farmers and inflationary 
prices to the consumers. 

Sisth, the bill allows the farmers of each agricultural commodity 
the freedom to vote in or out of the bill by referendum, giving the pro- 
ducers, rather than the processors or the millers, the right to determine 
what is best for the farmer and rancher. 

In conclusion, I would like to go on record with the rest of the 
farmers in Arkansas as supporting the Bumpers-Ho^es bill as one 
of the best pieces of farm legislation that has ever been introduced 
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into the Senate Agriculture Committee. Tiie bill addresses itself to the 
problems of agriculture and consumers and has the long-range effects 
to save the family farmers and ranchers of this great country, and in 
doing so, not only stabilize the economy of the United States, but of 
the Nation. 

Mr. Chairman, I think the problems of farmers and ranchers of this 
country lies in three senses, book sense, common sense, and nonsense. 
For far too long the USD A. and farm organizations have been repre- 
senting the farmers with book sense and nonsense. I think when the 
farmers and ranchers can represent themselves with book sense and 
common sense, we can solve the problem of agriculture. 

Thank you, sir. 

Senator Hodoes. Let me ask you a couple questions and then we will 
see if Mr. Stratton and Mr. Collins would give us some of their 
thoughts. I know you heard it said by USDA and Mr, Bergland's line 
simply seems to be that it is young farmers who bought land in the last 
4 years that are in trouble, that is, that have faced an economic 
squeeze. One, you are not young in that you have been in farming 17 
years. 

Mr. Fkatesi. Yes. 

Senator Hodges. It is true that the problem has become critical in Uie 
last 4 years, but in your experience does it simply involve young 
farmers that got in in the last 4 years or is it that the problem has 
finally come to a head in the last 4 years f 

Mr. Fratesi. The problem involves all people involved in agricul- 
ture, not only the farmers that have been m farming and farms have 
been passed down from generation to generation, not only the old 
and the young, but everyone connected in agriculture and agribusiness 
is involved in this economic depression of agriculture. 

Senator Hodoes. Will the 1977 Farm Act work if it is given enough 
time! We constantly hear Mr. Bergland and we have heard the Presi- 
dent say that. 

Mr. Fratesi. I think the 1977 farm bill is completely a processors 
bill and a millers and shippers bill. It was not designed to assure the 
farmers any price at the marketplace. It was designed specifically 
for other segments of agriculture, rather than the farmer and the pro- 
ducer and I think that the bill has shown in the past the same aspects in 
the USDA, and I think at the present time in the State of Arkansas 
we can see the problems it is creating. At the present time we have rice 
planted even in the backyards of the farm all over the State of 
Arkansas. Every field that is available that has water and suitable 
lands is put into rice, and I can. foresee a problem of not only the trans- 
portation and the drying, but also the problem of overproduction, 
the shifting from one commodity to the otner, and I think this is a ma- 
jor problem, one of the major problems that the 1977 farm bill doesn't 
address itself to, trying to keep all commodities at a fair price at l^e 
marketplace and balance the supply equally. It causes a shifting from 
one commodity to the others, causing economic problems tot the 
farmer, and also inflationary prices to the consumers. 

Senator Hodges. Thank you very much. 

Mr. Stratton, I know you might not have a prepared statement, but 
would you give into the record some of your background and I think 
it would be helpful for the record if you would give your feelings about 
S. 2626 and about agriculture as you know it, and so on. 
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Mr. Stratton. I am Perrj' Stratton^ from Jefferson County, Ark. 
I am 46 years old. The only occupation I have ever had has been 
farming. I have two partners, my brother and brother-in-law. It 
is a family operation. We own about 1,500 acres of land; we lease 
another 1,500 acres of land. Some of this land we sublease. 

We own a cotton gin, we have an interest in a farm supply and 
fertilizer business, we have an interest in a trucking business, my wife 
has a children's wear store. I am not saying this braggingly, I am say- 
ing this simply because of the three people involved m this operation, 
and we have 12 children and there is no way possible that we can take 
cai* of our 12 children in the manner that we would like to under 
strictly a farming operation. We have been forced to go into other 
areas to try to insure that we leave a legacy for our children. 

My older son is presently working at the fertilizer plant, rather than 
working on the farm. This is one of the thin^ he has had to do. 

I have been associated with the ASC in Jefferson County for 20 
years, have been chairman of the county committee for 5 years. I have 
worked with any number of farm programs. I think the 1977 farm 
bill is really a total fiasco in a lot of areas. I have discussed Senate 
bill 2626 with a great number of farmers across the State and in-depth. 
I have not received any negative response to the bill. Everyone seems to 
think it will do a good job and get them out of trouble, get the farmers 
out of trouble, what we have is our young farmers as well as our old 
farmers in trouble. 

Our target prices that we hear so much about is something that is 
not realistic. A target price is just a measure. We get a lot of bad 
publicitj' out of target prices in the 1977 farm bill. It looks like the 
farmer is going to receive a target price, but in reality this may not 
happen but in the public's eye the farmer gets the credit for receiving 
this, so I would just like to restate that Senate bill 2626 apl>ears to 
be the only salvation that we have for agriculture today. 

Senator Hodqes. Thank you very much. 

Just without getting too personal about the assets, but you indi- 
cate you own a substantial amount of land and could you state what 
you would think that would sell for if it were put on the market — not 
that you would, not that you think it is worth that, but if you put it 
on the market, what would it sell for and what is your guess as to who 
would probably buy it? 

Mr. Stkatton. Well, Senator, I am in a unique situation, as I am 
close to Pine Bluff, a city of 60,000 or 70,000 people. We are on the 
Arkansas River; we are on the railroad. This land is actually not 
farmland; it is actually industrial sites. For farmland it would bring 
$1,500 to $2,000 an acre; for industrial purposes, who knows? 

Senator Hodges. So if you sold it in terms of farmlands, you are 
talking about assets in the range of $2 to $3 million then? 

Mr. Stratton. Right. 

Senator Hodoes. I take it from what you said earlier that you are 
not even breaking even on the farming part of that large operation? 

Mr. Stratton. Our farm operation is making a little money, and I 
have a few figures, I think, in my head that will substantiate this. This 
is extremely good land. We have a projected yield on tie farm of 1.100 
pounds to the acre. 

Senator Hodqes. That would be class 1 then ? 
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Mr. Stratton, Yes. We have a county average of probably 600 
pounds per acre. This is the only way I have been able to show any 
sort of profit, is with production. I think we have reached a plateau 
in production and we can't go any higher. 

Senator Hodoes, If you took what utilities, say, will take as a return 
on their investment of 7 to 8 percent, that is, after taxes, and you have 
a $S million asset, you would think you ought to have $250,000 return. 
Without getting personal, most farmers I know that own substantial 
amoimts of land don't even have a 2- or 3-percent return. 

Mr. STa\TTON. No, sir. 

Senator Hodges. Just for my own curiosity, how did farmers ever 
get into the position where they were willing to accept such a low 
return on their assets? Is it just traditional or what? 

Mr. Stratton. I think what has happened, and I probably am as 
familiar with this as anyone that is in the farming business, some years 
ago, and this is involved, some years ago when I first started farming, 
I was involved with the farm bureau. I was on the board of directors 
of the farm bureau. Wo were indoctrinated or it was popular to think 
at that time that we were a minority, that we had to take whatever 
little tidbits that the Agriculture Department would give us. And then 
after that why I graduate up, as you do in the farmmg business, and 
as you go through the farm bureau, then vou get asked to be a mem- 
ber of the National Cotton Council or the Agricultural Council or 
different organizations and all of these organizations through the 
years, historically, have taken the position that we can't rai^e our 
prices too high, we are going to lose our foreign markets and. say, 
m cotton, we will lose to our synthetics. Now this has been indoc- 
trinated into these organizations all of these years and until this 
movement a year ago came around I believed this. You know, this is 
the way I tulkexl; this is what I believed. I though that we couldn't 
grow cotton, that we were going to lose our markets. I was deathly 
scared of losing our markets. But I believe today that we have been 
going down the wrong road, that it is time now for agriculture to 
turn around and hold our head up and say that we can do it and 
that they are going to have to prove to us that we are going to lose our 



Senator Hodoes. But you want to be treated as a business and yoa 
want to treat your farming as a business ? 

Mr, Stratton. Absolutely, 

Senator Hodges, One last question : I have asked this of almost every 
witness, but I ask it for one reason, and that is that Secretaiy of 
Agriculture Bergland believes it is onlv young farmers that are in 
trouble, the one who hnve gotten in in the last 4 years. You have not 
gotten in in the last 4 years : is that correct ? 

Mr, Stratton. No. sir ; this has come about from years back. 

Senator Hodgks. Do you, from your experience and your back- 
ground, feel that the problems you outlined are common to almost all 
f armere in your area and across Arkansas? 

Mr. Stratton. Absolutely, 

Senator Hodobs, I do, too; and I would just add that I think it is 
not just young farmers. They are suffering the worst, but eveiyone is 
suffering. 



)y Google 



72 

Mr. Strattom. I have a brother that has paid for a fann that he 
bought in 1967 and in 1969 it wa9 paid for clear and free and today I 
think he owes somewhere around $200,000 on it, and he is a good 
farmer. He is an excellent farmer, an excellent bunnessman. 

Senator HwoKs. TTiank you. 

Mr, Collins. 

Mr. CoLLiNB, Mr. Chairman, my name is Ben Collins, a rice and soy- 
bean fanner in Poinsett County, Ark. I am a snail fanner and I own 
my own land. I was raised on the farm. I am 48 years old, and I 
have raised 37 rice crops. I raised my first crop when I was 11. 

My debt load is increosing daily, yearly. We are efficient, we are a 
clasB 1 farm. Our yields in both rice and soybeans are top in our county. 
We are in the Weiner-Harrisburg ricing producing area, which is 
to^ 

The 1977 farm bill is Just about to destroy the rice industry. The in- 
dustry, being a high export product, rice, the industry wants a lot 
of volume. Due to that Tolume, the price goes down and down. The 
cotton industry really would lose less money on rice and I dont blame 



them for trying to plant rice. They have to go someplace. But the cheap 
cotton price directly affects the rice; it a&cts me, vou, and everyone 
else that raises rice. We can't survive under this bill. There is no way. 

As I said, I have been at this all my life. That is all I know. In the 
last 4 years I have fast gone down and down. The farm organizations, 
which I have been on the board, the Fann Bureau, the grain board-^ 
I have been on most of these — thev have been very carefully br«in- 
washcd and they have brainwashe<) me that we must ^x)duce cheap, 
we must be more efficient. We are at the end of our efficiency; I am 
at the end of my efficiency. I have a 8(»i 19 years of age. There is not 
enough land for both of us and I havent figured out a way to help 
him get started. 

Lfuid in our area is selling from $2,000 to $2,500 an acre, and the 
products will not support that price of land, so our people in our area 
are in support of S. 2626 because it gives us some freedom to farm. 
It adjusts the production of all crops across the United States. It 
supports the prices of all crops, rather than support just a small 
amount and no support on the rest of the crops that we grow. 

If we don't get some relief in the next year or two, the industry is 
going to be in very serious trouble. 

Senator Hodges. Thank you very much. 

i happen to be very familiar with vour area because we farm close 
to there and live in the next county. If in your area you cannot raise 
rice and soybeans efficiently, successfully, and profitably, it is very 
difficult to raise them anywhere else, because some of the best farmland 
I have seen in Arkansas is in your county and in your area. Tour rice 
yields I guess are the highest 'in Arkansas, higher than around Stutt- 
gart ana what people think of as the rice areas. Your soybean yields 
are consistently the highest in Arkansas. 

As you talk with other farmers, do you find that the problems you 
outline are common to them also or are you an exception ? 

Mr. Collins. I am not an exception, Senator, and the amazing thing 
that I find is the older farmers — I am talking about farmers even older 
than I am — maybe their sons arc fanning or they rent it out — tihey 
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watched this trend and they are extremely disturbed, the older farm- 
ers, more so than the j'oung ones. Some of the younger farmers hftvent 
felt the full impact m our area. They borrow more money and they 
tliink tliat tomorrow it will be better, but the older farmers are the ones 
that are extremely disturbed about this overall trend that we are 
seeing. 

Senator Hodges. Let me ask a couple of quick questions. One, the 
basic thrust of the energy programs and the energy plans that are 
coming out is going to be to reduce consumption by increasing the 
cost, either directly or indirectly. What is your thourfit on that as a 
farmer, knowing tlie tremendous amounts of fuel and energy and all 
related products that are used on the farm ? What I am saying is that 
I think, and I mentioned it yesterday, the cost of things for the farmer 
are going to continue to go up dramatically. Steel has already gone 
up, and that will translate to higher prices. Fuels are going to go up. 
I think OPEC is simply waiting for the right moment to raise oU. 
Would you comment on that and particularly relate it to trying to 
finally get some relation between wliat you sefl your product for and 
the co3t of production ? That is long question and about half of the 
answer is in the question, too, but would you comment on that! 

Mr, Collins. Yes. To me it is very simple. Nearly everything re- 
lated to input in agriculture is directly or indirectly connected with 
petrochemicals. Your chemicals, your fuels, and everything is directly 
coupled with i>etPoleum. Right after the 1960's and early 1970's our 
diesel fuel was 16 cents and now it is 46 to 48 cents. That sounds insig- 
nificant, but that particular product is coupled with everything else 
we use. All of our chemicals, all of our equijmient, transportation — 
if you buy a piece of equipment, from where it is manufactured down 
is very directly coupled with it. If they go on with their prices, which 
I am sure it will go up, our costs will triple agaJn in me nest 3 to 
4 years, and they nave already tripled and in stHne cases more than 
tripled. In 1974 our rice brougnt as high as $10 per bushel. This year 
it looks like we are looking at $3.50, if we are lucky, or it may be $8, 
so there just isnt any way we can make it 

I don t understand why TJSDA can't use the figures like we do. 
It is quite simple to me, but they just don't seem to be able to do it. 

Senator Hodges. Do any of you have any last comment! 

We appreciate very much your support of 2626, and I hope that the 
Agrieulture Committee will see it as we see it. Thank you for coming, 
and particularly in this difficult time. I know in the Midsouth how 
critical it is. I assume every farming area is at a critical time- 
Tommy Willis, Brownsville, Tenn. 

If you could identify yourselves and then speak in whatever order 
you like. 

STATEMENT OF TOMMY WHXIS, BROWMSVIllE, TEHN., 
ACCOMFAmES BY lOHlT W. MOSES ANS LEWIS MOODY 

Mr. Willis. Mr, Chairman, I have brought with me today John 
Wade Moses fi-om Brownsville, Tenn., who is a farmer and has a 
liquid fertilizer business, and Mr. Lewis Moody from Dyer County, 
Tenn., who is a farmer and a ginner. 
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Mr. Chairman, members of the Senate Agriculture Committee, may 
I begin by introducing myself? I am Tommy Willis of Brownsville, 
Tenn., and a farmer. I raise cotton, soybeans, com, and cattle. 

May I state further I appreciate this oi)portunity to speak to yoa 
oil behalf of S. 2626, the co^ of pi-oduction bill with a jiroducers' 
board. This is a bill that is much needed by farmers, yet it is reason- 
able to both the Government and the consumer. 

The best way I know how to evaluate a farm bill is to compare it 
with the preceding farm bill. When we look at the 1973 farm bill, 
we see it created a boom and bust cycle in all of our commodities, 
something which agriculture had never witnessed before. Our presrait 
1977 farm bill is a continuation of this policy. 

The fanners of this country can no longer survive under this typo 
of policy. There must be more stability in the agriculture commu- 
nity, and S. 2626 will give this stability to the agriculture commu- 
nity which it so badly needs. 

Our previous farm bills have had loan rates far below the cost of 

{iroduction, with no provisions to control the production. This has 
ed to overproduction and ridiculously low prices to the farmers. This 
practice would be protected through passage of bill S. 2626. This 
would guarantee the farmer a loan at the cost of production and at 
the same time would be controlled so that the fn,rmer would g«t 
the price for his commodities through the marketplace. This would 
not make it a direct payment from the Government. 

We all know that when you raise the bottom of a marketing cjcle, 
you also reduce the fop of the marketing cycle. By doing thia, it 
would be helpful to the consumer. 

The past several years have been disastrous for the farmer, and 
particularly the year 1977. We have seen the national farm debt in- 
crease by staggering amounts. Last year tJie amount rose by $17 bil- 
lion, for an all time high in 1 year, to a total of $117 billion. This 
was money that the farmer had to borrow, place mortgages on his 
land and equipment in order to operate. It could be termed loss of 
equity. This is a condition that is recognized by several segments of 
government. 

In recent months we have seen the Farmers Home Administration 
relax its rules on farmer financing. For the first time we have seen 
Small Business Administration include farmers in their programs 
with a disaster loan. There have been other emergency farm loans 
made available. These programs have been good in that it made it 
possible for the fanner to operate for 1 more year, or on a short-term 
basis. However, may I emphasize that these programs would be of 
no value in the long run unless the farmers can grt a better price 
for their commodities so that it is possible to repay Uiese loans. Witli- 
out some long-term relief, as offered by S. 2626, these loans would 
only add to the farmers' misery in later years, 

I believe that S. 2626 is a positive step toward correcting this 
situation. 

Gentleman, in this country we have the highest rate of soil erosion 
that this country has ever witnessed. This was brought about by the 
previous policy of fence-row to fence-row farming. In many cases 
t|ie farmor Imew that he was not following the best conserving prac- 
tices for his land, but under his economic situation he had no choice 
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but to f aim every foot of land that he could in order to try to msie 
ends meet. Not only was this bad for the soil on his farm, but also 
it was washing his soil down into the river bottoms where it was 
silting in and Killing the tknber. There are many acres of timber in 
west Tennessee today that are dead and dying m>ra these practices, 
and this will be a loss for generations to come. 

Another very alanning fact of today's agriculture is that the farmer 
who farms the lands are losing control of the land at a very fast 
rate. It has gotten to the point that the fanner cannot buy both land 
and equipment. The land gradually ia falling into the hands of the 
investor-speculatore and so forth. This is what we call an absentee 
landowner. This type of landowner knows nothing of soil conserva- 
tion practices and cares nothing of learning about them for he is only 
interested in return <m his investment and the appreciation. Conse- 
quently Government must force him to conserve nis soil. This could 
be done with S. 2626, with an acreage reduction or set-aside provision. 
This would allow the farmer to take tliis land and to devote it to soil 
conserving practices. 

We all remember the theme of tlie 1973 farm bill. That, was to get 
the Government out of agriculture and return our agricultural com- 
modities to the so-called free market. Tliis was accomplished by un- 
realistically low loan rates on all of the commodities, which often- 
times was 50 to 60 percent of the actual cost of production. Target 
pric^ were supposed to reflect the cost of production, and did not 
do this. Actually these target prices wound up as a partial cost of 
production. 

The 1977 farm bill is a continuation of this same basic poli<^. We 
all know that the Government getting out of agriculture ia a farce. 
This is best shown by the embargoes which we all remember. These 
low loan rates liave made it possUile ELnd profitable for foreign gov- 
ernments to enter the picture. They have made it possible for them 
to enter and buy their commodities at a cheap rate— the bottom of 
the boom or bust cycle. Therefore the market would go up when our 
consumer would be the one that would have to pay the higher price. 
Rarely has any foreign government bought commodities at the top 
of the cycle. These farmers have become very skillful traders as they 
have learned how to use our fi-ee market to their advantage. This 
is all made possible by the unreal istically low loan rates that we 
have. Any foreign govei-nment knows several months in advance 
they are going to need one of our products. This gives tliem plenty 
of time to piii the low market in our Chicago Board of Trade or 
Commodities Exchange, buy their commodity on the board and this 
fixes their price at the lower figure. Then several weeks later they 
usually send a trade envoy to the United States to try to locate and 
make deals for the spot commodity. At this point the price for the 
commodity usually begins to rise, but this makes no difference to 
tlie foreign government because they have already fixed their prices 
on the board at a lower figure. Now once this price is settled upon for 
tlie spot grain, the price usually then goes up. Now they have already 
gotten the price fixed at a lower fi^re, so they do not care how high 
file price goes. The party who winds up paying the high price for 
the grain or commodity is our consumer. 
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Sufficient records are not kept by our commodity exchanges to who 
is biwing grain on the board, whether it is a foreign country, investor, 
or whoever. There is a law that says all the grain companies have to re- 
port within so many hours of a sale of spot grain to the for^gn 
country, but there are few recorito kept of the commodity tradings. 
They have no one to answer to so long as our free market system is 
allowed to operate through these wide ranges. There is no wonder that 
the yen and the mark keep increasing in value, while our dollar 
continues to decrease in value. 

One of the more recent examples of foreign governments in our free 
market system and the effect it has upon it is shown in the soybean 
market for the 12 months. In tlie spnng of 1977 soybeans were ap- 
proximately $51^ to $6 per bushel. Brazil came out and made a state- 
ment that even though they liad a bumper crop their domestic odl 
demand was increasing at such a rate that they were goin? to limit oil 
imports. This immediately got the market started up. At the same 
time it had some additional help. The Hunt family, as we all know, 
entered the market and apparently tried to comer the soybean market. 
Hunt supposedly bought about 20 million bushels of beans on the 
market. They were allowed to buy 3 million bushels legally. This was 
several times their allowable limit. These two factors together drove 
the soybean market up to about $11 per bushel. 

About the time the Bunt case broKe, they were forced to stop trading 
on the board. Then Brazil stepped in and started hedging their crop. 
They have a big crop. Now they hedged their crop on our Doard. That 
starts the market, driving the prices of our beans down, and they 
continued to decline until &st fafl, when they hit aroimd $5 per bushel. 
As the market got to $5 per bushel^ Brazil lifted their hedges. It was 
against the law for the Hunt family to deal in more than 8 million 
bushels of soybeans on the board, and I am not taking up for the Hunt 
family, but nobody knows for sure how many millions of bushels of 
beans tiie Brazilian Government traded on our board when they 
hedged their crop. We all know that the Brazilian interest in the 
ma^et had more to do with the prices of soybeans last year than 
did the Hunt family. 

There is a question I would like to ask the domestic grain com- 
panies, that is, why did they p^ 40 to 60 cents per bushel over the 
market for soybeans at the Gulf for several weeks prior to the Sep- 
tember Stocks in All Positions Report. We know that a grain company 
will raise tbedr bases when they need beans, lower it when they do not. 
It appears that when the bsMi market started breaking in June that 
the grain companies prehedged beans in anticipation of large farmer 
selling based on the second quarter Stocks in All Positions Report. 
When time approached for the September report, they found them- 
selves short of beans to fill their commitments, so they raised tSieir 
basis in an attempt to get the beans. They still had their short position 
on the board which they did not want to buy back and raise the market 
going into harvest. Wim this in mind, did they hold their short position 
and report it as noncertiiied stock, knowing that harvest would start 
in a couple weeks and then they could get their beans ! 

The Producers Board in S. 2626 coidd seek answers to such questions. 

Most of the countries which buy our commodities have an import 
tariff on our commodities, particularly if this commodity is produced 
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in their country. This is placed there to protect their farmers. The 
amount of this tariff is usually the difference between what they can 
buy it for in this country and what it costs their farmera to produce 
the same product. If we were to raise the price of our commodities, of 
our products to the cost of production, this means that they would 
have usually lowered their tariff by the amount that we raised ours. So 
long as we sell our products below the cost of production, we, the 
American farmer, are subsidizing the foreign governments. 

Now I do not advocate doing away with the free market system. Our 
free market system is i-eally the best market system that we have today. 
I do think that it needs some limitations, and I believe that S. 2626, 
with its higher loan I'ates to the farmer, coupled with the national 
reserve, will offer these limitations, and by doing so will not make our 
market as profitable to the foreign countries to enter into and 
manipulate, as they have done in the past. 

In recent months we have seen many farm bills proposed, with 
equally as many ideas for raising farm prices. I believe S. 2626, with 
its cost of production principle, is the best because it keeps all com- 
modities relative to one another, which is a must to be fair to all 
segments of agriculture. 

Let us look at cotton, the most unrelated to all major commodities, 
to illustrate this. In the last 25 years we have seen the world carryover 
of cotton rise and fall several times. The world carryover of cotton 
always increases when we have cheap grain prices because it is more 
profitable for foreign countries to export and import our cheap grain. 
We do nc* see world carryover decline until we have high grain prices. 
Then it becomes more economical for these foreign countries to pro- 
duce their own grain, rather than import our high priced grain. They 
have to try to keep their trade balance the same as we do. 

In closing I would like to say that S. 2626 is much needed by the 
farmer. It is reasonable for the consumer and should be justified by 
Government. I respectfully request that you see fit to let this bill get 
out of committee, and likewise hope that you will see fit to work for its 
passage in the Senate. 

I thank you for your consideration. 

Senator HoDOEs. Thank you, sir. 

Do you have a statement, Mr. Moses ? 

Mr. Moses. No, sir, I would just like to say I am 46 years old ; I have 
three sons that farm and are in the ginning and fertilizer business with 
me. I think the other gentlemen who testified here this morning testi- 
fied that it is becoming where we can't all make a living out of our 
business. 

My oldest son is married and has two children; my youngest son 
is in college. 

The cost of production has tripled in the last 5 years. We own ap- 
proximately 450 acres of ground that we bought for $150 to $200 an 
acre. We now owe $600 an acre on this land. 

Senator Hodoes. How long have you been in farming ? 

Mr. Moses. Twenty-seven years. We rent about 2,500 acres. 

Fanners in our area have gone so heavily in debt that they are begin- 
ning to raise the price of rented land so high thinking that they can 
work higher volume and work out of their debt. Land is just going 
out of sight as far as renting. It is kind of like a dog chasing its tail. 

30-328—78 6 



)y Google 



78 

They are using less fertilizer. We have noticed that this year. They 
are trying to cut back on their costs, which is going to hurt them in the 
long run. We are seeing them trying to go to one crop, where they have 
been diversified in the past with com, cotton, and beans, but they are 
going all beans. This is going to hurt the bean market. 

I flimk— I don't think, I know that S. 2626 is a bill that with the 
help of our Grovemment, with a mandatory set-aside, with no pay for 
this set-aside, that this will help the farm industry. I cannot under- 
stand why our Government, our Agricultural Committee cannot see 
this as a bill that wUl help us all, not only the consumer, but the 
farmer. This won't cost the Government one dime. We will get our 
price in the marketplace, and this is where we want it. We don't want 
a handout. We are the largest industry in this country, and it is one 
of the most economically hurt businesses in this country, and I can't 
see how our President thinks that we can get our economy on the road 
to success when the largest industry is in such a recession. 

Senator Hodges. It was brought out yesterday, and I think it has 
been consistently illustrated that we are the only major free industrial 
society that does not have some sort of basis for supporting its agricul- 
tural economy. We apparently do not do so, first of all because 
the agriculture economy is different. It is not like other segments of 
the economy that can start up Mid slow down based simply upon 
the market demand. First of all the actual production is unknown 
because of the vicissitudes of weather and other things. You don't 
have any idea who is going to plant what and when, but we do it in 
other segments of our own economy. We underpin fuel. Petroleum 
has been subsidized for years. Airlines have certain built-in routes; 
trucking does and steel has so it is not a novel idea that is being asked 
at all. 

Mr. Moody, do you have anything you would like to add, or perhaps 
. just briefly state where you are from and your operation and your age. 

Mr. MooDT. I am Lewis Moody, from Dyer County, Tenn,, and I 
am a farmer. I farm in the Lenox community. 

I have been farming 32 years and the Good Lord helped me out 
last year, got me close enough out of debt that I could keep going. He 
let me buy a farm, and get enough ;profit to pay my back debts. 

In our community, with the major farmers you just cannot talk 
about cotton because all you hear is a dirty word. They have quit 
planting cotton and gone to beans. You don't need as much help, and 
there is not as much expense. I think 2626 will be our salvation. 

Senator Hodges. I have asked this questioi^ I guess, of each group 
that comes up, but I have spoken with many of the farmers and I don't 
find that the problem is just with tlie young farmers — ^I find it as much 
or more critical with the people that have been in farming a good 
w!iile and that have considerable assets. They are the ones that have 
managed to hang on. The young farmers that didn't have any assets to 
start with, their equipment has been sold, and they busted out of farm- 
ing a year or two ago. Do you agree with that and do you share my 
idea it is as much the older farmer, the farmer that bought lands 
cheaper and had to refinance, and that this is a broad farmer problem 
nnd not just confined to people recently going into farming? Would 
you care to comment on that ? 
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Mr. Wnxis. I think it is almost universal. There is certainly not 
much difference between a large farm or small farm or old farmer or 
young farmer. We all have the same problem. 

Mr. Moses. In our ansa I know tliere is one farmer that bought some 
land pretty close to us for a thousand dollara an acre, and his interest 
on that land will run about $85 to $90 an acre, and land in our area 
has risen from, say, $50 to $60 an acre, and I asked this young man — 
I said : "How do you intend to pay for tliis land," and he told me he 
didn't know how he was going to pay for it. If his mother-in-law 
hadn't helped him finance it, he couldn't have bought it. In all prob- 
ability it IS going to get his whole family in trouble by buying this 
600 acres of land, I'hei-e is no way for him to pay for this land farming, 
and buy the high priced equipment. 

I think the average age for fanners — I have heard anywhere from 
56 to 58 years old — but that is a perfect example. We have a whole 
generation of young farmers that we are missing right now that are 
not able to go into farming. If I wasn't already in farming and had a 
half million invested in a gin, and $250,000 in the fertilizer business, 
and some farmlands, my sons could not farm. There wouldn't be any 
way possible for them to get started in farming. It is going to hurt 
us in the long run — no question about it. 

Senator Hodges. Two things : We are going to run short of time, 
but I just want to pick up on one problem I think Mr. Willis men- 
tioned that is of critical concern. That is that we are mining our lands 
so that the organic matter is going down in land. It is very difficult to 
bring it back up. If you ever look at a graph, you will find that pro- 
ductivity — our ability to produce food — we have run wide open so 
long that we have literally reached the top of the graph and we 
mi^it be starting down. 

The second thing is that, unfortunately, some time in the future 
fhei-e will be a crisis. We will get all worried about it and overreact, 
instead of dealing with the problem which we can do right now to 
conserve our resource. We are the only Nation in the world that looks 
on a surplus of farm products as a problem. Everyone else would look 
at it as an as.s6t; something that is significant, worthwhile, and some- 
thing to be proud of. In this country, we treat it as if it were some- 
thing that was unfortunate, and, as I said earlier, just simply to high- 
light it once moi'e, I think our loss of productivity in the land 
is going to begin to tell shortly on us. We are not using good practices 
because of the tremendous need to get money out of it each year simply 
to meet ongoing costs. 

Mr. Willis. In west Tennessee, there are basically six rivers that 
feed into the Mississippi across west Tennessee. Three of those rivers — 
and these are river bottoms that grow timber that I Jinve been rei erring 
to — three of those river bottoms today you can drive for miles and 
miles and miles and hardly ever see a live tree in them. The effects are 
beginning to be seen in the other three river bottoms and if something 
is not done, in 10 or 15 years they will be like the other three — they 
will all be dead. Ten or fifteen yenrs ago, this was some of the highest 
productii-e hardwood timberland in the South. 

Senator Hodges. What is that commercial — "You can't fool mother 
nature" — I think we are going to feel considerable impact from that. 
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Tlie water tables are beginning to drop. You just can't mistreat land 
and get the maximum amount out of it every year and not put some- 



thing' back. That is just a fact of life. 

TTiere is another thing I would like t , , _ 
witnesses that we have had and the ones that are to come again. The 



hing I would like to highlight from you and the 



administration tries to leave the impression it is just sort of young, 
radical-type fanners that are having problems and time and agam 
the ones I know that are hurting are substantial people in the commu- 
nity that have held positions in the farm bureaus, the Cotton Council; 
they are substantial people in their own communities. I think the best 
thing about the agricultural business is people have been willing to say 
we haven't made any money. I tliink most people are too proud to say, 
■well, I am just not doing well. 

I appreciate very much the three of you coming and taking your 
time to appear here. I know Tennessee is like Kriseissippi and Arsan- 
sas, and I assume in lots of areas that you need to be farming now. 

I thank you for coming. I appreciate it very much. 

Mr. Fied Huenefeld fi-om Louisiana. 

He is not here. 

Mr. Jeff Wade of Missouri. 

Go right ahead, Mr. Wade. 

STATEMENT OF JEFF WADE, BBAOO CITT, HO. 

Mr. Wade, Mr. Chairman and members of the committee, my name 
is Jeff Wade. I live in a rural area in southwest Missouri, in the comer 
known as the "Bootheel of Missouri." I have farmed all my life. I 
raise cotton, soybeans, wheat, and miio. I derive all my income from 
farming. I have no other way in which to support my family. 

I want to thank you for having these hearings on this bill, S. 2626. 
I also want to thank you for sliowing us you are interested in helping 
the farmers of this Nation. This, in turn, will help the entire country. 
It is a privilege for me to testify before you. 

I have farmed all my life, with the help of my wife and our two 
sons when they are out of school. Our 20-year-old son has just com- 
pleted his second year of college, where he is majoring in a^ibusinesB, 
and our 16-year-old son is ready for his third year of high school. 
Along with some hired help and my sons, I farm 1,200 acres of row- 
crop delta farmland. I have made and harvested 30 crops. I believe I 
have a good knowledge of fiimiing and its problems, 

I am here today to tell you what J nee^ as a farmer and how this bill 
will help me and also help my fellow farmers. I don't feel like I am 
qualified to tell you how to vote on the Panama Canal treaties or the 
foreign arms sales, as I only know what I read about them. My 
knowledge of fanning is from actual experience. 

One of the main points that I like in this bill is the Board. I earn- 
estly believe this is a big step in solving our problems today. If you 
will notice, this Board is made up of 21 members, 12 of these to be 
appointed by the President from a group picked from farmers, by 
farmei-s. In my judgment, this one item in this entire bill is something 
that has needed to be forthcoming for many, many years. 

Tlie balance of the Board will come from consumer organizations, 
organized labor, business organizations, and recommendations by the 



)y Google 



81 

Secretary of Agriculture. To me, this represents every media that is 
involved direcuy or indirectly in farm products, in the farming 
operations. 

One reason the consumer is discontented is due to the lack of knowl- 
edge of the structure of our constantly changing agriculture prices. 
With some consumer representatives on the Board, they will become 
aware of what the cost of production is in relation to the prices on the 
Chicago Board of Trade. For instance, when soybeans were $11 to $12 
per bushel, very few farmers had beans to sell for that price, but most 
of the consumers thought all farmers got that price for all their beans 
and are still receiving it. 

Now labor is well aware that one must have this cost of production, 
plus a reasonable return for his labor. So by labor having someone on 
this Board to help determine this cost, they will keep those in the 
labor organizations informed about the farmer's true costs, his true 
expenses, and his cost of production. 

All business oi^anieations know that they must have cost of pro- 
ductifm, plus a profit to stay in business. The farmer must also have 
these two same components. So by the Board having someone from 
the business organizations, it can help meld and blend these things 
so we can have Uiis also. 

I feel that one of the main reasons for the difficulties we farmers 
are having today is from lack of communication. This Board will be 
working with the Department of Agriculture and for the farmers. I 
have the opinion that the Department of Agriculture has been work- 
ing for someone other than farmers. This may not be fchwr faulty be- 
cause they have lost contact on the national level with the farmer. Now 
this Board would be a long step in correcting the situation. 

The Board would have to show the cost that they determined to all 
of these groups. This would also help you in knowing what the cost 
really is. I am afraid, under the present farm bill, the USDA isn't 
giving you and others the true cost of production, I don't believe they 
are keejiing current with the cost of production figures that they are 



iupplying you. 
I would I" 



I like to just give you a couple examples of this. I have an 
invoice witli me today, and if you would like to seo it, you sure can. 
It shows that on May 31, 1973, 1 purchased a combine and it cost, me 
$17,119 before our State sales tax. T consulted my local dealer Friday 
and asked him what it would cost me to replace this combine if I pay 
him cash for it, one of comparable size to the one I have, and he told 
me his best price would be $42,000, and be said that is below the manu- 
facturer's suggested selling price. 

Now the same year, 197B, I purchased a tractor, without cab, and 
this cost $10,114, before States sales tax. I asked him what a tractor 
of this size would cost me today, without a cab, and his price to me 
was $19,000. 

Also in 1973 I purchased a 21-foot disk, which cost me $3,414 before 
sales tax. Today that same disk sells, he told me, for $5,200. This was 
only 5 years ago, so you can see the necessity of keeping the cost of 
production figures on a current basis. I was receiving more for my 
farm products when I bought these then I received for my farm 
products that I have just got through selling. 
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Now, I am proud to be a farmer, but it really hurts me at the way 
our Department of Agriculture works for all groups, most of the 
time at the expense of the farmers. I thought it was created for the 
farmers and to serve the farmers. 

If this Nation were having to import food and fiber, as well as oil, 
we would be doomed. No other Nation would expect its farmers to 
sell their crops below the cost of production. If they knew that this 
food and fiber was needed in other countries, our costs, if we were 
importing this stuff, would be outrageous. We should consider the 
food and fiber that we have left over after our needs as an asset and 
not a liability. 

I am thankful to God for our good soil and our good climate. With- 
out it we couldn't produce anything. But soil, climate, machinery, and 
labor aren't enough. We must have a profit for our labor or we can't 
continue. Bill S. 2626 will give us a chance for that profit. 

I realize that this land will always be farmed, but without the cost 
of production, plus a return for our labor, the farmers will become 
fewer and fewer, and the farms will become larger and larger and 
will be controlled by large corporations. Then, gentlemen, they won't 
ask for cost of production, plus return for their labor; they will de- 
mand whatever they desire. Food and fiber are a necessity, not some- 
thing you can take or leave. We have taken it for granted too long. 

We farmers are a proud people and we pride ourselves in being ef- 
ficient. This can't be denied, because how else could we have stayed in 
business this long. Is our efficiency going to cost us, rather than help 
us ? I am afraid so, unless S. 2626 is enacted for us. 

I like the loan provision in this bill. I will admit the present farm 
bill has a loan and target price. But with this bill, this will enable me 
to place my product in the Crovcmment loan at a price high enough 
where I will oe able to pay off the cost of my production, but at the 
same time when I plflce my farm product in the loan, I will be paying 
interest on that loan. The product will be put up as collateral and I 
will be able to redeem this product out of the loan when the market 
price reaches to the point where I think I have received a profit. 

Now I realize under the present farm bill I am forced to be under 
at this time has a loan provision, but this loan provision is below the 
cost of production. I don't mind growing food and fiber to feed and 
clothe a world — not one bit. I am proud to do it and want to continue 
to do it, but, gentlemen I am tired of doing that at a price below the 
cost of my production, 

Now I have been told by some that they cant find the value of land 
cost to use in determining" the cost of production. For those who have 
that opinion, I would like to just ask you this: If you have acquired 
any land in the last few years, when you depart from this world I 
will guarantee that the Internal Revenue will determine a cost of that 
land. Now I ask you this question: Why does a person have to die in 
order for a realistic price to be determined on this land ? 

Folks, under this bill, S. 2626, we will accept that same formula 
that the Internal Revenue goes along with to determine the cost of 
that land, so I think that you will have to get another argument be- 
sides that in order to say that the cost of the land cannot be determined. 

Now as a row crop farmer I realize I cannot plant fence row to 
fence row and flood the markets and still expect a good price. I am 
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S'ad to say that this bill, S. 2626, has a provision for a reserve to cover 
ose years w^iien we would have a disastrous situation, and it also 
has a provision where it can control production, and I want you to 
know that I as a fanner and the other farmers that I have talked to, 
and I believe I represent a largo group of those, we are willing to live 
under that situation, to curtail our production, where we will have a 
decent price. 

Now, gentlemen, I enjoy farming. It is the only thing that I have 
ever done and, regrettably to say, it is the only thing that I know how 
to do, so I am going to have to stay in farming. But why should I sell 
my product bdow cost of production, which, in reality, means that I 
am feeding the world out of my pocket. 

You know I would like for all of you, if you would, to look at the 
Readers Digest, the April issue, page 152. Under cartoon quips, I 
would like to quote something that is there, and this is a quote: "Su- 
permarket Clerk to Shopper: 'It is just simple economics, madam, 
wheat goes up, bread goes up ; wheat comes down, bread stays up.' " 

Fellows. I am going to tell you this: When your livelihood depends 
on something, I don't appreciate this being under a cartoon quip be- 
cause it is senous business to me. 

I know I stated this when I started out, that I have two sons. One is 
20 years old and the other 16. One of them wants to go into farmingand 
the other one says he wants to go into the medical profession, and I am 
uneasy about both of them. If we don't get something like this 2626 
enacted, I am worried about the one that goes into farming, that he 
will be able to stay in it. I am worried about the one that wants to go 
mto the medical profession because that profession has curtailed their 
situation so much that unless a man has a lot of pull there is no way he 
can even be admitted into medical school. The boy makes good grades. 
I am not bragging, but he has a high IQ, and I believe I can sell some 
land and just keep mortgaging land and maybe get him into medical 
school, but I am not even sure they will let him come in because they 
are keeping the supply of doctors down. 

I B,]so went into our University of Missouri and found out if he 
wants to go into raising crops and all, why there is no limit there. They 
win just take them there by the droves. Just so you pay the tuition, to 
raise farm products and so on, which our Government says we have a 
surplus of, but over there on the other side of the same college, so to 
speak, they say we have a scarcity, but they won't let the boy in if he 
wanta to go into the medical profession, unless you have some big pull. 
I ask you this : Is that fair ? 

So I want to tell you that I hope that this committee will consider 
seriously this bill S. 2626. 

Now I have discussed this bill with the grassroot farmers of the 
AAM in Missouri and a lot of other States and I want to tell you that 
they wholeheartedly support this bill 2626. 

Thank you, sir. 

Senator IIodoes. We are running short of time, so I will just ask one 
question. In your experience in the bootheel of Missouri and in other 
areas where you have talked to farmers, is the problem restricted to 
young farmers who have gotten into farming in the last 4 years or do 
you find the problem equally oppressive and heavy on those that have 
been in farming for some time ? 
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Mr. Wade. To answer your question, the only compliment that 
Secretary Bergland made me in this whole movement was he has 
called me a young fanner. He is about the only one that has. I told you 
I have been farming for some 30 years, because I started right after I 
got out of high school, and what I would like to stress there is the fact 
uiat 30 years ago a young man could do that. I came right out of high 
school, and I just have to take up some time because I have some things 
I jotted down here to tell you. I purchased the first 120 acres of land 
that I have in 1951 and why I bought it was there wasn't anybody else 
around except your neighbor farmers and when a farm came up fiw 
sale, that is who bought it, and it was priced at a price where the farm 
products off of that farm would pay for it. 

I bought the next farm in 1953 the same way. This man got old and 
retired and wanted bo sell his farm and get out and he wanted the pay- 
ment spread out over a Itmg period of time. He didn^t ask me, 
like they do today, an outrageous prioe. I got another 50 acres in 1963. 
In 1657 I was fortunate enough to acquire another 440 acres the same 
way, in 1962, 120; in 1971 another 60 acres. Even in 1971 when a farm 
came up for sale a neighboring farmer bought it, but since 1971 Uiat 
is not 30. If the farm next to me comes up for sale when I get home, I 
can esaure you I nor my sons, neither of us will buy it 

Senator Hodges. It is too high! 

Mr. Wade. Too high. There is no way in the world I could buy it. 

Some people say why don't vou sell and quit. I can tell you this, if 
things don't change, my son and I can't continue farming. We will both 
have to sell out and quit and do something else because we will not be 
able to keep in there. I have equity in it now for only one reason. On 
paper it looks good, but that is the only place it looks good. 

Senator Hodges. It doesn't produce any more net dollars in pur- 
chasing power to you than it did when you first bought it, does it ! 

Mr. Wade. You know when I first started farming, the man that 
owned the land was at an advantage because his interest and principal 
payment was less than the rent, but now you are better off to go out 
and rent land at a big price than you are to go out and try to buy it. Ton 
can rent land in my area at about $60 an acre cash rent and if you go 
out and buy it at the price it is today, you pay over $100 on inter^ 
and taxes before you even touch the principal, so there is no incentive 
for a man to go out and acquire real estate m my area today. The only 
ones doing it, and don't you think I am trying ito copy after what the 
President did and pick on the medical field — I am not doing that at 
all, but I am telling you about the only ones that can buy it now are the 
doctors that need it for a tax writeoff, the insurance wHnpanies, and 
thank goodness in Missouri we think we have stopped some of these 
foreign investors, but those are the only ones that have been able to buy 
it in my area. I don't know of a local man that has bought a farm nert 
to him in several years, not that he wouldn't like to. My mouth waters 
when I pass by some of that land that I would like to have, bat when 
thev quote the price, I spit — I don't bite. 

Senator Hodoeb. I am sorry, we are going to have to stop at 11:30 
and we have three more witnesses. I appreciate your taking the time 
to come here n nd thank you very much, sir. 

Mr. Steve Rice of Illinois. 
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STATKH£NT OF STEVZ SICE, nKCOMAC, ILL 

Mr. EicE. My name is Steve Bice and I am from Vermilion County, 
111. I am 81 years old. I guess I am the proverbial young farmer. I 
have a wife, lour children, two sons, two daughters. I started fanning 
in 1972, after I came back from the service, from college and other 
years where I was away from the farm. 

My farm was homesteaded by my ^reat, great grandfather in 1847. 
I am the fifth generation farmer on this farm, anothe thing that hurts 
me and pains me the most is it looks like I could possibly be the last 
because all my cousins, uncles, aunts, nobody is farming except me. 

In 1977 I had a gross income of $24,000. According to TJSDA, this 
put me in a category of — quot« — a big farmer, but in reality I lost $5 
an acre on my f ann. 

My farm consists of 40 acres of soybeans, 50 acres of com, 25 acres 
of oats, 75 acres of alfalfa; also ray livestock operation, which is a 
flock of 200 yews-^sheep. 

In 1977, according to this $5 an acre that I lost, I had to have some 
outside income ftt)m odd jobs, plus I went into my cash values on all 
my life insurance policies. This spring I bad to give up these life in- 
surance policies because I cannot pay the premiums. 

Also, my great grandfather was founder of the Gioodwine State 
Bank in 1903. My family is involved with this bank. It is a small rural 
bank situated in my county. The loans and discounts in this bank are 
composed of 62 percent of fanners, which is 21 farmers. Not one 
farmer, since 1973, has ever paid down or got all the way out of his 
investment. He has remained in debt until this time. The operating 
profits in this bank have dropped GO percent from this time last year, 
which is a cyclical thing because the farmers and the bank in my area 
are really tied so closely. What one does, the other does. This is a very 
bad thing. 

I am not here to look for a subsidy or handout from the Grovem- 
ment; I am here to look for economic ©quality. This is what I have 
to have in order for me to maintain my family farm, because if not, it 
will be gone. 

S. 2626 looks real good. There are two parts that I like. I like the 
farmers board that is included in this because with this the grass- 
roots farmer can step in and say anything that is wrong or anything 
that looks good to him about his farming operation, which is veiy 
important. It is the democratic process in its full force, and that is 
what we have to have. 

Also the loan rates that will be included in S. 2626 are very good, 
especially Jo the voung fanner. 

OK, my due dates on my notes are usually around November or 
December 1. This is the worse time to possibly market a farm com- 
modity such as corn or soybeans because you are at the mercy of the 
market. Of course they know, the Government knows, the exporters 
know that young farmers have to unload them ; therefore they can get 
this grain cheap. This loan rate within this bill will enable me to 

fossibly work within the marketing procedures like I want to, because 
would still have the grain, plus I would have the guaranteed backing 
of the Grovemment to insure that I can do this, and that is one of the 
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main reasons I think that S. 2626 will be very beneficial to the young 
farmer. 

Senator Hodges. Thank you very much. We are glad we have finally 
seen someone they talk about so much, because I think you are the 
only young farmer here, and if it is any comfort to you, some of the 
older farmers that have large areas also are in the same boat. 

In your area do you find Siat prices are considerably below the cost 
of producing the crop or commodity ? 

Mr. Rice. Yes; definitely, especially, like I said, with the young 
farmer because 1 think with the young fanner it is laying on his 
slioulders right now. 

Now the Farmers Home Administration has not really been that 
strong in Illinois until recently, the past year or so. Our small bank, 
we Itave a lending limit of $75,000 on what we can lend to one person. 
Well, with today^ costs, the cost of production, that is not even in the 
ballpark, so therefore you have to go to a correspondent bank, to a big- 
ger Dank in some of our larger towns and they have reached a point 
where they are going to rerase to take a young farmer because, let's 
face it, he is basically a bad risk within agribusiness' eyes. Therefore, 
Farmers Home has stepped in and I really don't know if it is good or 
bad, what the concept is here, but they are the only ones now that will 
be able to take an overline loan on young farmers. 

OK, there could be some problems down tlie road. As it stands right 
now, I just couldn't tell you on that, but if something does happen, it 
looks like maybe you could possibly have a Givemment takeover of 
some sort, not a drastic situation like some people have said, but they 
could come and take over this land and then resell it or put it out to 
whom they want to farm it, which I think is somethii^ that has to be 
watched and should be. A watchdog on Farmers Home should be 
there all the time. 

Senator Hodges. I thank you very much. We are running a little 
shoit of time. Thank you for your testimony. I appreciate it. 

Billy Davis, from Mississippi. 

STATEMEBT OF BIIXY DAVIS, LATTKEL, MISS. 

Mr. Davis. With the chairman's permission, I have a prepared 
statement that is being put in its final form and I will submit it tomor- 
row morning in sufficient copies. 

Senator Hodoeb. That will be fine. 

Mr. Davis, In the interest of time, I think I can probably cover my 
written statements a, little bit quicker than I can paraphrase it. 

I appreciate the opportunity of appearing to speak to what I be- 
lieve could be the most significant piece of agriculture legislation since 
the late twenties. I am Billy Davis, Route 3, Laurel, Miss. My family 
of five and I operate a diversified family farm in the hills of southeast 
Mississippi. We have several main enterprises and I will cover each in 
turn as they relate to this proposed legislation. 

Mv wife, Martha, and I were both raised on a farm, educated in the 
public schools of Mississippi and obtained our bachelor degrees from 
Mississippi State University. I have majors in government economics 
and prelaw. My legal studies are completed and I hare been a member 
of the Mississippi State Bar for 15 years. I have been a full-time 
farmer by choice, not for the economic rewards so often dreamed of 
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by most nonfarmers, and some farmers, but for the way of life tbat 
lately is bec(»ning a broken dream. 

The past 3 years have been so bad. Even after drought wiped out 
many of the crops in our area, these same farmers don't qualify for 
SBA disaster loans because their cash flow is not consistently sufficient 
to guarantee repayment. 

This year's crop prospects, due to weather, is not too bright in our 
area, and in most areas of the major farm regions in this country it 
likewise is not too bright. 

One of my major enterprises is broiler production. I have a grower 
contract with one of our major poultry companies, and I am quite 
familiar with this phase of poultry production. S. 2626 could be a 
vital means of protecting our poultry fanner through the cost of pro- 
duction concept it sets forth. The poultry industry is a prime example 
of an industry where farmers growing the birds have no control over 
their product, yet are paid on a foimula based upon quality of birds, 
feed conversion, and weekly competitive ratings among growers. 

An example of proper implementation of S. 2626 is shown through 
the cost of production hearings where poultry producers, actually 
processors, commonly referred to as producers, must, upon submission 
of costs, include the cost of production for their respective contract 
growers. When tliis is done, it will become quite evident that the cost 
of pi"oduction figures now being relied upon do not truthfully include 
this farmer. We as growers receive nationally an average of 2.83 cents 
per pound out of an average of 22.3-cents-per-pound cost through 
slaugliter. However, a personal survey of growers in Mississippi, Ala- 
bama, Georgia, and Arkansas reveal a tiue cost of production, when 
using accepted cost accounting methods, to be a net loss to the grower 
of over 2 cents a pound. 

Our next major enterprise is purebred polled Hereford cattle. This 
entei-prise is currently reduced due to adverse cost-price spread over 
tJie last few years and it is primarily due to large cattle investors 
virtually killing our local registered market. The operator is paid a 
fixed price per year for each producing female and this figure includes 
ail fixed variables, contingent costs and a return on investment; the 
net result being a price above the cost of production. In addition, he 
gets all bull calves as a bonus. How can we price our calves to compete i 
This is not just the purebred business, but has begun to move into the 
market cattle operation. The prime reason for tliis situation is that it is 
a net loss to the investor that supports tliis production corporation. 
Where this type investor gains is through tax credit. 

An effective cost of production base as established through the hear- 
ing process provided for in S. 2626, together with effe'^ive import 
countercyclical quotas, or any other means the board of governors 
presents for referendum to the producers of that commodity. This 
would indirectly establish a true cost of production for the beef cattle 
industry, particularly the purebred business or seed stock, therefore 
denying this type investor the ability to automatically invest for the 
purpose of a tax loss credit. 

Our next major enterprise is seed production, which covers soy- 
beans, vegetables, oats, rye, and grass. Practically all of the seeds we 
produce is done under contract with a major seed company. This type 
of contract, generally negotiated, cmi be for a flat rate price per pound 
or bushel or a contrsuot covering an additional percentage to the normal 
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market price for that product on a giTen projected date, or in some 
cases 'where certified seeds are involTed a point-by-point negotiated 
contract. This mav appear to be an amicaUe approach on the surface. 
However, none of the contracts which we are familiar with in our 
business have any relationship to the cost of produciiu; that particular 
commodity, seed stock. The price arrived at generally is based upon 
an alleged projection of demand as muck as 10 months in advance of 
that demand. As a general rulcj this demand ia over-projected, be- 
yond normal losses and canyoveis, to the point of producing a surolna 
ID advance, the theory being that the resulting low price will reduce 
production and negatively result in an increase of a theoretical priee 
for tbe remaining growers of that commodity. 

Since most of the contracts currently in use directly relate to market 
price, then the cost of production hearings to establi^ that base mar- 
ket price would reflect directly in seed stock producers' contracts, 
which would benefit not only that seed stock producer, but the fanner 
who purchases that seed stock for the producti<Hi of his marketable 
commodity. 

The above are my three major enterprises. However, we do produce 
pork to a lesser degree. In these particular areas production is rapidly 
losing groimd among independent farmers due to excessive importa- 
tion during domestic prime seasons and again through maJM- corpora- 
tions through the contract process. This, in general, could be curbed 
through the utilization of provisions provide<l in S. 2626 and through 
the b^ird of governors and their discretion granted, through the ref- 
erendum process, to the producers of that commodity. 

The pork industry is, by and large, plagued by the same type situa- 
tion. In fact, gwitlemen, these same threads are woven almost across 
the board through agriculture production in this Nation in an ever 
tightening patchwork. 

To deviate momentarily, I feel we must cover very briefly an area, 
as is evident in the above, that needs additional attrition. Over the 
past 20 years, and particularly within the past 10, with rapid progres- 
sion in intensity, multi- interest corporations, foreign and domestic, 
have vigorously moved into active agriculture production, along with 
related support agribusiness. In addition to tliis, the nonfarm indi- 
viduals increa-singly have moved into agri- investment. Wliy ? Is there 
no money to be made in active agriculture production within today's 
agri-economy ? No. They have seemingly no limits to money they pour 
into land, cattle, and other agri-ventures, seeking paper-loss benefits. 
The i-ecent revision of tax statutes relieves some of the problems, but 
2 loss years out of each 3 still is not siifficient to halt such an illegal, 
unjust burden on the taxpayers of this Nation that are unable to 
avail themselves of such loopholes. 

Corporation conglomerates receive encouragement within our tax 
statutes by having ability to spread agri-losses over nonagri-related 
gains. This will continually cut down the independent family farmers 
until Congress revises title 26, sections 1501 to ISO.'i of the Internal 
Revenue Code to prevent an agricultural producing individual or 
corporation from having its tax returns consolidated with any other 
individual endeavor or corporation, 

S. 2626, with its cost or production hearing process, which I per- 
sonally feel will bring forward true cost of production on practically 
every commodity in flie country, would eliminate the ability of tlieee 
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corporations and individuals to automatic&lly reflect a loss which Is 
so attmctire to their tax need. 

It is said b; manr alleged experts to raise the price received 1^ 
farmers to a tevel which would include a net return would result in 
additional inflation of land values. One of our local realtors down 
home belongs to a national farmland aalee organization and with his 
help, by use of his WATS line, we have talked with several hundred 
realtors in prime agriculture areas of this country over the past Bev- 
eral weeks. We have attempted to determine the type individuals who 
are currently purchasing farmland, whether he be farmer or q(Hi- 
farmer, or whether or not there is any relationship between price 
paid and use intent. As we suspected, the reported pnce paid per acr6 
for farmland in nearly all areas did not indicated the land use in- 
tent. This we obtained only throuB'h personal conversations, as the fig- 
ures do not reflect it on a national average as to the intent of the pur- 
chaser. Farmers who purchased land for the intended use of agricul- 
ture produotion paid a price generally far below the average of land 
sales in the area in question. Individuals who purchased farmland, 
in the opinion of the selling realtors, almost unanimously, for non- 
agriculture intent, whether ^leculation or pure commercial use, gen- 
erally paid from 30 to, in some cases, over 200 percent of land use 
value. The reported figure of price per acre included intended com- 
mercial use, speculative use, and agricultural use. Therefore the alleged 
inflated land spii-al cannot be tied to farmers in any shape, form, or 
fashion. The farmers do not inflate land value, nonfarmers do. 

S. 2626 in the computation of cost of production as related to return 
on investment utilizes federally accepted State tax land use values, 
which will tend to aid in the stabilization of farmland values. 

In summary, the relegation of independent and family farmers to 
the multi-interest corporation who, fike cancer, thrive on a week 
agricultural economy, can only lead to the ultimate death of that agri- 
cultural economy. The production of food and fiber by our farmerA 
in a "what will you give me" situation, with the rest of the Nation 
on a cost-plus-price wage structure, can only lead to the ultimate 
collapse of snmcipiit supplies of food and clothing for this Nation, 
The consumers of this Nation are being dealt a weak hand by the €lov- 
emment of this Nation in that our Government encourages expansion 
and consolidation of large corporately controlled agriculture produc- 
ing units, which logically will result in this type corporate entity con- 
trolling the vast majority of all food and fiber production. The con- 
sumers are being told that to raise the price our farmers receive would 
be too expensive from a taxpayer's standpoint and a food consumer 
standpoint. In my opinion, the very minor increases needed so desper- 
ately by our fanners would be a small price to the consumer and tax- 
payer, which they could well afford, as opposed to the logical conclu- 
sion of corporate domination of food and fiber. This type control could 
only be called, knowing the interrelationship of most of our major 
corporations engaged in active commodity production, a food and 
fiber cartel. 

S. 2626 is a very reafonable approach to the solution of a dilemma. 
It is not a panacea nor a Pandora's box, but it is an approach I per- 
sonally feel would not need continual legislative adjustment as we have 
in our current agricultural program. It could very well, accompanied 
-by necessary tax revision, reverse the trend of the declining family 
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farm number, reverse the trend of agricultural labor, which is now 
flowing into the inner city and creating a problem, reverse the trend 
of increased individual agricultural debt, which now sits in excess of 
$85 per acre. It could almost eliminate direct fann subsidy, such as 
deficit payments, and ultimately guarantee the consumers of this Na- 
tion, and much of the world, a reasonably priced supply of food and 
fiber from the farmers of this Nation. 

S. 2626 encourages reasonable competition in the marketplace, en- 
courages efficiency among all agricultural producers, encourages youn* 
farmers to enter agriculture in increasing number, and would expand 
the tax rolls of tliis Nation by adding more farmers. Last, but not 
least, this proposed legislation, more than anything I have been per- 
sonally associated with in recent years, could make a giant step toward 
?utting agriculture back in step with the rest of the economy of the 
fnited States. 

Thank you, sir. 

Senator Hodgbs. Mr. Davis, I am sorry, we are going to be running 
sliort of time. 

Senator Clark, we are going to have to stop, I think, at 11 :30. 

Senator Clark. I see you have one more witness. 

Senator Hodobs. Wb have two more, one more, who is Mr. Reid, and 
then I think Mr. Wilson back here is going to give the testimony of 
the State senator from Indiana that wanted to submit testimony. 

Thank you vety much, Mr. Davis. 

Mr. Held, Big Spring, Tex. 

STATEMENT OF SONmE HEID, BIO SFBINO, TEX. 

Mr. Rbto. Mr. Chairman and distinguished members of the Agricul- 
ture Committee : I am indeed grateful to have this opportunity to come 
before this committee today to present facts concerning the loan rates 
of agriculture commodities, in relation to the cost of production. 

I am Donnie Reid from Big Spring, Tex., of Howard County. I 
have been axiively engaged in this vocation for 15 years, after l^A 
years of college. My principal crops are mainly upland cotton and 
cattle, although I do also produce grain sorghum, hay, and sometimes 
a little wheat. My entire operation is a partnership with my brother 
and it is shared in by both of us contributing one-half of the manage- 
ment and one-half of the financing. I am a member of the Howard 
County ABCS Committee, on which I have served for 4 years, 

I would like to begin today by presenting to this committee some- 
facts of agriculture in my county and try to show what impact a loan 
set at the cost of production would liave meant to my fellow farmers 
and the consumers in my county. My county has a population of 44.00fr 
people, made up of seven small rural towns. There are 408 farmers,, 
with the average size aroimd 900 acres. The majority is dryland farm- 
ing. We produced 91,000 bales of short staple cotton, harvested from 
96,000 planted acres. There are 224,000 acres of land iu row crop. 
Nearly all of the land is skip row farming. We have an annual rainfall 
of 19 inches. Had the cotton produced in my county had a loan price- 
at the cost of production we would have received an additional $9 mil- 
lion, which in turn would have turned over 7 times, making an addi- 
tional $63 million for the economy of my town to grow and develop. 
Had the U.S. cotton industry received cost of production on a crop- 
of 12,700,000 bales, the fanners would have received an additionall 
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$508 million and the economy would have had an additional $314 
billion of new wealth generated by expanded growth. 

In the 1977 year, my brother and I fanned 1,100 acres of cotton 
skip-rowed on 2,300 acres of land. We use two employees for cotton. 
In our ranching operation we had 776 acres of grain sorghum ski])- 
rowed, 450 acres planted for grazing and baling, and we had 13,500 
acres of grass. We use two employees on our leased ranch. The other 
labor is provided by family memlJers of both families. We work from 
70 to 80 hours per week, and a lot of time 7 days a week. 

Before leaving to come to Washington, I had my certified public 
accountant, Sidney Clark, of Big Sprmg, Tex., to figure a 1977 crop 
year net income statement, page 6 of my testimony, which I would 
like you to look at and realize I did not color these up any because 
they are proof enough that things aren't very good. At the bottom of 
the page is a code to show items added into the year 1978 that were af- 
ter the 1977 year. It also shows our partnership investment, and that 
the return on our investment was 1.77 percent return. The reason I do 
not show a loss is the fact that I did not use any weed chemical, nor 
did I apply any fertilizer on the land for the year 1977 because I was 
trying to cut every corner to show a profit. I also do nearly all of mv 
own mechanic work and all of my welding. My newest equipment is 
2 years old. 

REID BROS.— A PARTNERSHIP, 1977 CROP YEAR NET INCOME 
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Page 7 is a copy of all my eqiiipmeot and it is not nearly as adequate 
as I need or would like. I built all of my equipment from the listers 
and row markers, gase wheels, planter bare, kniving rigs, cultivators, 
for t^ 12-row and also the old equiiment tor the 6- aod S-row. 

Breeding stock : o»»t 

e HoiBM 9S. 100 

54 BuUa - 16, 608 

«eS Cows 168. 026 



2 4020 J.D. tractors— 



6 cotton trailera . 



Air compressor 



iaft2 J.D. tractor 4820 6. 400 

5 bottom bretldiig ploff— — — -. . ..__..._ 1, TSl 

" "■ "" 1. 447 



Offset disc J.D-, 
Grain drill J.D._ 



U Interna titmal loader.. 



Bqulpment Foster -_ 8,000 

Planters ana lister beams 6,025 



2 12-row loiiTlng rigs— 



2 12-row cnltlvators— 



Gooseneck trailer.. 



Saddle and ectnipment. 



1960 case combine 



8 cotton traili 



8,500 



I also would like to submit in my testimony on page 8 a copy of an 
average of six other farmers prepared by an area economist for the 
Extension Service in Fort Stockton, compiled by Gary Condr<Mi. These 
figures were compiled considering there were ideal conditions, no hail, 
no blowing out, no insects, and no flooding, Theae figures do not figure 
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any cost or return for the land and also no charges for management. 
ThJey show a dryland yield of 400 pounds per acre, which is a Bumper 
crop. If land cost and management were added, allowing 2 cents per 
pound or $9,000 for management, on 900 acres skiprowed, the cost of 
production would be 60 cents per pound. 

Average farm operation for Hoteard County 
1940 acres — 500 pound projected field] 

Equipment laveatment J1S7, 405 

Operating cost of equipment SS8, 91S 

360 balas of cotton at 8-40, 400 pounds per acre $72, 000 

Less operating coBt $50, &13 

Net income of fanner tliat owns liis laud $12, 187 

Return on inveetment percent 6. 17 

If land counted percent 1. 88 

If farmer rents land (at one quarter rent) his Iobb is $5, 813 

Amount of drop to be eligible for d^clency payment $28, 800 

Total lose before eligible for any government payment $34, 613 

Estimated 10-year average yield (wlienuainga2and2planting 

pattern over 900 acres) pounds/acre 400 

To breali even farmer must receive cents per pound $. 46 

Source : Tliese flgnres were complied by Gary Condron — the area economist for 
the Extension Service in Fort 'Stockton and six average farmers from Howard 
County area ranging in age from 24r-60. 

Note.— Tbeae figures were compiled considering there were ideal conditions — 
no hall, no blowing out, no insects, and no flooding, et cetera. 

On page 9 a similar report from the same accountant who prepared 
mine, who is Sidney Clark, of Big Spring, Tex., a report for the same 
year of 1977 for Clay Beid, my dad, shows a loss of $6,298 and does not 
allow anything for the value of the land or his nuuiagement. 

CLAY AND VELMA REID. JR.— 1977 CROP YEAR INCOME 
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Page 10 is a report from one of my tieighbftrina counties; Fisher 
Countyi of Roby, Tex. The figures show a diversified farming cost per 
ground atre for a 1,000-acre operation. The minimum major item of 
equipment is listed which is needed for an operation of 65 percent 
cotton, 10 percent milo, 10 percent wheat, and 15 percent livestock. 



Cost* per ground acre for 

Item and cos( 

Labor 

Supplies 

Hepairs 


aiversifiea 

.. $13. 64 
-. 7. 48 
„ 7.02 
__ 6.15 
— 3.79 


farming in Fisher Co 

Item and cost 
Vet _, 

Interest 

Taxes 


uHty, Tex 


.,1977 

. $0.02 
. 2.96 
- 2.87 


Seed 








Vehicle licenses 






Chemleala —- 


__ 2.80 














Insurance 








__ 20.13 
.66 
.26 

10 PERCEHT 




Machine hire 

Feed .. 

MINIMUM MAJOR ITEM EQUrPMENT LIS 
PERCENT COTTON, 10 PERCENT MHO, 








Total 129. 87 

R 1.0OO ACRE DIVERSIFIED FARMIBG oraRATIOH C65 
HEAT, 15 PERCENT LIVESTOCK) IK FISHER COUNTY 
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Page 11 is a comparison of expenses and income for the years 1960 
and 1977. This report was taken from actual receipts from my dad's 
records and can be documented if anyone so requests. 



In 1950 a four row tractor, fullj weigbted, with caltivatoT, lister, and planter 
sold for $3,970.00. 
In 1077 an eight row tractor with no extras sold for $26,732.00. 
In l&SO a H-ton pickup sold for $1,550.00. 
InlS77a%-tonplclnipiroldfOT$d,442.00v - 
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In 1950 good farm labor cost ?5 per day with nothing furnished. 

In 1977 farm labor cost $30 per daj in addition to housing, fuel, electricity, anq 
transportation to and from work. 

In 1950 cotton sold for J0.42 per pound and seed sold for $110.00 per ton. 

.In 1977 cotton sold for $0.41 per pound and seed for (67.00 per ton. . , 

In I9ri0 after paj-Ing the ginning, seed checks of *ffl.00 per bale were received. 

In 1977 ginning cost an additiODal $10 per bale above the seed. 

In 1950, after rent cotton netted $140J25 per bale. 

In 1977, after rent cotton netted $103.60 per bale. 

In 1930 hand piclted cotton cost $34 per bale to harvest. 

In 1977 machine stripped cotton cost $30 per bale to harvest. 

In 1950, before net weight trading, wrapping that weighs 21 lbs. per bale waB 
sold for the same price as the cotton. 

In 1977, since net weight trading, wrapping costing $14 per bale goes with the 
cotton and the producer buys the wrapping and receives nothing for It. 

In 1950 cotton sold on grade and staple. . 

In 1977 we have many different grades and staples. We also have the mike, all 
of which lowers cotton prices. 

In 1950 charges for selling a bale of cotton were $1.85 per bale. 

In 1977 charges for selling a bale of cotton were $6.80 per bale. 

In 1950 a bale of cotton would buy abont 114 barrels of oil. 

In 1977 a bale of cotton will buy 12 to 14 barrels of oil. 

In 1950 a bushel of wheat would buy about 1 barrel Of oil. 

In 1977 a bu^el of wheat wonld buy about ^ of a barrel of oil. 

According to my research and records, the above comparisons are true. 

Clat BMO. 

I realize that this committee is working to establish laws for thA 
betterment of the American farmer and also at the same time for th« 
good of our country, I know that the President has not seen fit for the 
American farmer to receive parity income, but I do not understand 
why be thinks the people who feed and clothe the people of this country 
and half the world, would or should be expected to produce at less than 
the cost of production. With all due respect to the leaders of our land, 
I think it is time the administration realized that we are the backbone 
of this great country and if the family farmer does not survive, the 
country will not survive because corporations or foreign interests that 
replace us will not be near as efficient, but they will set their prices at 
whatever price the^ see fit. If we as farmers are forced to work for 
someone else, we wiU be just like the rest who do not produce, we will 
have lost our initiative and efficiency. 

I appreciate Senator Hodges' concern for the fanner and sincerely 
believe that the loan at the cost of production will be good for the 
farmers and the Nation as a whole. The cotton farmer l^lieved from 
every word of information that he received or read that under the 
original 1977 farm bill he was going to have a loan on strict low- 
middling li/ie of at least 50.28 cents per pound. The loan is a market- 
ing tool for the farmer with his buyer and also a guarantee for his 
balnker that if a f EUTner is efficient and the Lord blesses us with good 
weather that we might have an opportunity for a profit. The loan is 
no guarantee that we will make a profit, but at least we will have a 
better chance. The Commodity Credit Corporation will not lose money 
on this type of loan because the farmer repays every penny, plus in- 
terest and storage charges. I also do not believe that our countiy 
diould export or import our commodities below the c<^ of production. 
We do not have surpluses, but what we do have is unequal distribu- 
tion of our comjnoditiee. 

At this time I would express to all of our Senate Agriculture C(Rn- 
mittee the deepest and kindest regards and best wishes, and I thank 
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each and every one for your pati^ice and understanding of my awk- 
wardness to say, "work for America to keep it strong and free, but 
always remember that our agriculture is t^e source and the beginning 
of our wealth." 

Thank you very much. 

Senator Hodges. Thank you very much. 

We are going to have to quit in exactly 1 minute. How long have 
you been in farming? 

Mr. Reid. I have been farming for 15 years. I farmed all of my life 
as a boy. I was raised on a farm and I have been fanning ever since 
I got out of school. 

Senator Hodges. In your experience in your part of Texas are the 
problems in fanning confined to the people that got into farming in 
the last 3 or 4 years or are they problems that everyone is having mat 
is a farmer ? 

Mr. Rsm. I think Mr. Bergland remarked that the only people that 
were having trouble were the inefficient farmers with poor manage- 
ment and that is the reason they are here, but I don't thmk that is the 
case. I think everybody that is farming is in the same fix, including 
the older farmers. 

Senator Hodges. Thank vou very much. We are going to have to 
adjourn, under the rules of the Senate, and we will take up again in 
the morning at 9 o'clock. 

[Whereupon, at 11 :30 a.m., the committee recessed to reconvwxe at 
9 a.m., Wednesday, May 24, 1978, in room 324, Russell Senate Office 
Building.] 
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CONSUMER AND AGRICULTURAL PROTECTION 
ACT OF 1978 



WEDITESDAY, MAT 24, 1978 

U.S. Senate, 
ScBCOMMirrEE ON Aqkicdltdral Production, 

Marketino, and Stabilization of Prices of the 
Committee on Agricultuke, Nutrition, and Forestry 

Washington, D.O, 
The subcommittee met, pursuant to notice, in room 324 of the 
Russell Ssmate Office Building, at 9 :02 a.m., Hon. Kaneaster Hodges, 
Jr., presiding. 

Present ; Senators Hodges, Curtis, and Helms. 
Senator Hodgeb. I will now call the meeting to order. 
I will insert statements of Senators Abourezk, Bayh, and Bumpers 
imd a letter from Senator Sasser introducing a resolution from the 
Gibson County Tennessee American Agriculture Movement, if there 
are no objections.* 

Senator Hodges. Mr. Anthony, would yon come forward, please, 
sir? I want to welcome you to the hearing and ask you to have a seat. 
Kight there will be fine, sir. 
Go ahead and begin your testimony, please, Mr, AntJiony. 

STATEMENT OF A. W. ANTHONT, JR., FRESmENT, QHAIK 
SOEaHTTU FRODVCERS ASSOCIATION, FRIONA, TEX. 

Mr. Anthont. Mr. Chairman, members of the committee, I am 
A. W. Anthony, Jr., of Friona, Tex., and I am a farmer, livestock 
producer, and president of the National Grain Sorghum Producers 
Association. Our association's membership is made up of grain sor- 
ghum farmers throughout the grain sorghum production area of the 
United States. 

And I appreciate the opportunity of appearing before your com- 
mittee today to discuss S. 2626. We commend Senator Hodges and 
other Members of the Senate, who are sponsors of this bill, for being 
vitally concerned about the agricultural depression which is currently 
affecting our producers. We farmers certainly have many problems, 
which need to be studied and acted upon, and we are very apprecia- 
tive of those of you in the Saiate who are concerned enough about 
tliese problems to seek ways to help solve this serious agricultural 
economic crisis. 
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The Grain Sorghum Producers Association was ver^ disappointed 
that the House of Representatives and the administration would not 
go along with the flexible parity bill that was passed by the Senate. 
We felt that bill would have worked toward solving the farm crisis in 
a very systematic and sound way. 

■I must confess that the statement I will be giving this morning is 
more of my own personal views toward S. 2626 than it is of our associ- 
ation. Our Board has not discussed this bill nor have we even consid- 
ered many of its provisions. However,.! can say that our association 
does agree with the intent of this legislation "to provide price and in- 
come protection for agricultural producers by assuring such producers 
a price for their agricultural commodities of not less than the cost 
of producing sucli commodities." Any legislation that would provide 
such an assurance to our producers would be most welcome and is 
vitally, needed. 

I would certainly support legislation that would provide price and 
income protection to our producers; however, I do question the feasi- 
bility of some of the points that are suggested in the bill. I am con- 
cerned that establishing a National Board of Agriculture Governors 
could be the beginning of another bureaucratic echelon, which would 
only complicate this system instead of actually giving any relief to our 
farmers. The fact that this bill requires the President to appoint the 
Board of Governors is my main concern, I recognize that most of the 
appointments would be made from a list of people recommended 
through election processes by producers. But the President could and 
would select only those individuals that would best serve his views 
and objectives. And with his use and threats of the veto, we feel the 
President already has too much authority in establishing farm pro- 
grams, which is why it has been virtually impossible for Congress to 
write a good farm program for the last several administrations. 
Therefore, a commission or board named by the President would do 
little in solving our farmers' problems. 

If Congress should see fit to move in this direction, we would highly 
recommend that the National Board of Agriculture Governors be 
responsible solely to the producers of the various commodities and 
their commodity and farm organizations. If the producers had the 
total say as to whom the Boani members would be, then we would 
have more confidence in this procedure. 

The Grain Sorghum Producers Association initiated and intro- 
duced to Congress the cost of production survey which was included 
in the Agriculture Act of 1973, It is our view that TJSDA has done 
a reasonably ?ood iob in doinff a nationwide cost of production study. 
We have followed their work very closely and commend them for 
their sincere efforts in developing a true and accurate cost of produc- 
tion on a national scale. The one main area of concern is in land costs, 
which we feel muKt be a part of the cost of production. After studying 
different proposals of adding land cost into the cost of production, 
the best way is to take all input costs of production, including return to 
mfinagement, and dividing it by the average tpn^nt's sham of the crop. 
Information is available on the typical tenant's share, and this method 
would fnke out the wild gvrntionR of Iflnd copt"! ^nd rommoditv prices 
In establishing the return to land. We believe this procedure would be 
a much fairer and more accurate way of using land costs in the cost- 
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of-production studies than tlie one that is suggested in S. 2626, sec- 
tion 12(A) (5). 

In section 14, which is the section that deals with guaranteed loans 
through commercial banks, I am sure that it would give farmers ad- 
ditional flexibility and would be advantageous to establish a system of 
guaranteed loans on commodities through private banks. I see that in 
many cases where such a system could be very helpful ; however, we 
would support this only as long as our present loan is continued 
through the Commodity Credit Corporation, The lower interest rate 
provided through the Commodity Credit Corporation loan is advan- 
tageous to most producers, and we would certainly not want to disband 
that type of loan in order to get the guaranteed loan through the com- 
mercial banks. As long as we liave the option between the two types of 
loans, there would defmitely he some benefits. 

Section 17 deals with the mandatory release price of commodities 
covered under loans. The Grain Sorghum Producers Association is 
very concerned about the mandatory release prices or recall levels of 
loan grain under the present law. At this time, grain producers who 
put their grain in the reserve program will be forced to recall their 
grain when the market goes to 140 percent of the loan level, which is 
still below the farmer's cost of production and carrying charges. The 
Grain Sorghum Producers Association has been appealing to the De- 
partment of Agriculture to raise the recall levels on feedgrains to be 
consistent with the reserve program on wheat, which is 175 percent 
of the loan. At that level, farmei-s could see a little hope of making 
a profit at the end of the resen-e period. However, with the way it is 
now, there is no way that USDA will allow our prices to go beyond the 
cost of production and carrying charges. We certainly recommend that 
this problem be solved so farmers can make a profit out of their grain 
by using the loan and reserve programs. 

We feel that section 17 should be stated even clearer to make sure 
that the recall price is well above the cost of production plus carrying 
char^ and allow for profit. In subparagraph C of section 17, we 
would recommend that it he stated that "The mandatorv release prices 
in the case of any specified commodity shall be established by the 
Board as a percentage above the cost of production price for that 
commodity plus storage and interest charges applicable to prevailing 
loans for that commodity." We definitely want the recall prices to re 
above the cost of production and carrj'ing charges instead of a per- 
centage of those costs. Section 18 partially takes care of this problem, 
but we feel that the language should be even stronger to protect our 
fanners on the recall price levels. 

Grain Sorghum Producers Association has always been concerned 
about national commodity reserves. We have had bad experiences in 
the past from reserves or surpluses. Any time that Congress considers 
setting up a national commodity i-eserve as outlined in section 20, we 
certainly want such a reserve to be isolated from the market to the ex- 
tent that there is no way that it can be held over the market as a threat 
or a deterrent to farmers' prices. 

Skipping over to production manaffement, section 23 (A) , it would be 
very difficult for producers to submit their intended plantings for the 
coming year early enough for all this data to be analyzed and then 
allotted back to the producer. Producers have to have the flexibility 
to make decisions on what they plant even up to the time of planting 
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due to weatheir conditions and when planting moisture is receired. Also, 
we, as an association of grain sorghum farmers, do feel that we must 
have a system which will restrict plantings and keep supplies in bal- 
ance with demand to the extent that farmers' prices can rise to profit- 
able levels. 

Mr. Chairman, these are some of the concerns which I have had as 
I reviewed S. 2626, We certainly appreciate those of you who have been 
working on legislation in behalf of the American farmer. And we 
want to work with you as you give further consideration to this and 
other proposals. The concerns that I have shared here this morning are 
some that we do feel that you should study closely. 

It has been a pleasure to be with you this morning, I will be happy to 
try to answer any questions at this time. 

Senator Hodges. Thank you very much for your testimony. I am 
particularly interested in your agreeing that land costs, on a realistic 
basis, have to be in cost of production. One of the quarrels that I have 
with ITSDA has been their unwillingness to allocate those. Every other 
industry allocates land costs and similar things — puts in every cost 
that they have, and land use is certainly a cost. I don't understand — 
they say it is difficult to do, and yet they avoid the problem. 

Mr. Anthony. You cant produce without land, can you ? 

Senator Hodges. That's exactly right. We are also concerned about 
mandatory release prices. The reason that we have set them in the bill 
that we have is so that — you will note you aren't forced to take all 
your crop out, even by operation of those mandatory release prices. But 
the intent of that is simply not to allow its use as a speculative vehicle, 
because the farmer, were he able to keep it in any level in loan that 
he wanted, would then be in a position to simply do what is being done 
to him now, that is, to be highly manipulative. 

And I would pick up on one other thing. How would you suggest, 
then, say, with grain sorghum, that you would restrict plantings? 

Mr. Anthony, Well, I think we have to restrict it as to the n^s 
of our grain supply, and I certainly believe 

Senator Hodges. I understand that, but what system would you use ? 

Mr. Anthony. Well, to decide how much grain — you know, the Sec- 
retary decides how much grain is needed, and then restrict our plant- 
ings to that percentage, is that what you are asking ? 

Senator Hodges. Yes, sir, but how would you allocate, then, what 
acreage could be planted ! 

Mr. Anthony. Well, through the pereentage deal — ^we need so 
many acres of grain or so much production, and then we restrict our 
plantings to that percentage. 

Senator Hodoes. I understand that, but who is going to get to plant 
grain sorghum ? 

Mr. Anthony. Well, it would be allocated to the grain sorghum pro- 
ducers, the fellows that have been raising grain sorghum, is the way 
I look at it. 

Senator Hotxies. Well, the only thing I am asking is that everyone 
agrees that at some point you ought to restrict acreage — the difficulty 
is determiinng the system ifor doing that. And you are saying that you 
would restrict it to those people on what — a 5-year basis, a 3-year 
basis ? 

Mr. Anthony. Tou mean as to what they have planted the past 3 
or 5 years i 
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Senator Hodges. Yes, sir. I am trying to detennine — you say you 
are in agreement, and I believe also that in times of surplus you have to 
restrict the amount of a crop to be planted. How would you do that! 

Mr. Anthoxt. Well, if I had been planting, say, 100 acres and 
we decided that we don't need but 75 percent of what we planted the 
year before or the last 3 years, then I would say cut it 25 percent. 

Senator Hodges. So you would have to have a history of a crop? 

Mr. Anthony. I think so. 

Senator Hodges. All right, you indicate you are opptsed to an^ 
further bureaucracy. Now, then, if you are in favor of doing that, it 
seems to be highly bureaucratic. "Wouldn't that require a tremendous 
amount of bureaucratic decision? 

Mr, Antiiont, Well, no more than what we have at the present time. 
Of course, now, in the present farm program 

Senator Hodges, Grain sorghum has never been an allotted crop, has 
it ? I grow grain sorghum and I am not aware that it has even been 
allott^. 

Mr. Anthony. Well, yes, you bet, it has been in our area back in — 
before this now, we could only plant so many acres; we were allotted. 

Senator Hodges. You were allotted in your area ? 

Mr. Anthony. Eight. 

Senator Hodges. I didn't realize that. 

Mr. Anthony. Right. Plant so many acres of grain sorghum, so 
much cotton, so much of this. 

Senator Hodoes. Well, I know you could cotton; and I know rice 
was an allotted crop — but I was not aware that grain sorghum was 
ever an allotted crop. 

Mr. Anthony. At the present time, I can place my whole farm in 
grain sorghum, as long as I don't exceed the normal crop acres — or 
cotton or wheat or whatever. 

Senator Hodges. But you are saying that at one time grain soi^hum 
was an allotted crop ? 

Mr. Anthony. Yes, 

Senator Hodges. OK. 

Mr. Anthony. It was in my area. 

Senator Hodges. Well, thank you very much, Mr. Anthony, for com- 
ing; we appreciate that, 

Nancy Espy from Montana. Hello, how are you today? Just have 
a seat anywhere. 

STATEMEMT OF NANCT ESPY, REPEESENTATIVE, WOMEM" 
INVOLVED IN FARM ECONOMICS (WIPE), BOTES, MONT. 

Mrs. Espy. Mr. Chairman, I am Nancy Espy, vice-prealdent of 
WIFE in Montana. I certainly appreciate the opportunity to be here 
today. 

I have brought several clippings I would like to have entered into 
the record,* because what I am going to say will be a very general 
stat^-ment with not too much information you are not already aware of, 
I believe. 

This is who controls the grain companies in the United States ; I 
think it would be of great interest. 

*8ee p. 164 tor tbe material sabmttted by Un. 'Esjij. 
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This diows our share of the farm dollar in bread 

This is foreicn buying of U.S. farmland — it exceedB $1 biUion. 

And tliis is the clieap food policy beginning to backlash. 

More foreign investment. 

We would Tike for you to consider these things in your overall review 
of these hearings— and I am sure that you will, ^ 

We do greatly appreciate the honor to come and speak before this 
committ«e. WIFE would like to commend the efforts of the sponsors 
and cosponsora of S. 2626 on tlie work that has been done to offer 
farmers a program that may be acceptable to tliem. Having observed 
the hearings for a short while on Tuesday, it is obvious that the prob- 
lems of the fanner have been presented to this committee in an 
accurate and sincere manner. 

WIFE organized in anticipation of achieving 100 percent parity 
for fanners. We continue to strive toward this goal and will support 
and work for any farm program that a majority of the farm com- 
munity would find acceptable to tliem. There is no doubt that most 
farmers and ranchers have more invested in their farms and ranches 
■ than most businesses on Main Street, but are not recognized as the true 
businessmen that they are, not only nationally but internationally. 
We hear much about subsidizing the farmer, and WIFE resents this 
attitude and would point out that in truth it is the consumer that has 
been and is subsidized bv the Government as it continues the cheap 
food policy that has enabled tlie consumer to continue to be the best 
fed and at the most reasonable price in the world, thus allowing for 
more disposable income to be spent on many more material products. 
That makes life more enjoyable for tliem, we realize. 

It would be well for every person in this United States to take a good 
hard look at the road we are traveling, and every day that farmers are 
denied the right to make a fair profit, the road will become a more 
dangerous freewav. The farmer today is about 57 years of age; he was 
pi'obably bom to be a farmer or exposed to it at a very young age. He 
IS not afraid of hard work or risk, nor is his wife and family. The 
love for the land and livestock are not something he can shut off like 
changing to a new job or slowing down the factory. He makes plans 1 
to 3 years ahead. Once a field is tilled and planted, or a cow, sow, or 
ewe is bred, there is no opportunity to shut down that factory. The 
results of the farmer's labors will be harvested. The risk in weather, 
even reasonable price fluctuations, are part of the business; but Gov- 
ernment actions and reactions are not understandable, nor can they 
be tolerated. Bmbargos, price freezes, inaccurate reports, foreign 
interest investments placed before U.S. interests, have caused farmers 
. to be suspicious and resentful of Government. 

As wives, mothers, daughters, and partners of these farmers and 
ranchers, there is no way uiat I can adequately express the heartache 
we suffer when the farms we love are overloaded with debt and we see 
neighbors sell out to strangers and foreigners, because they are at 
the end of their financial rope and must sell to save what equity they 
still have. 

There has been an old saying for years in farming, that you live poor 
but you die rich. Believe me, with the debt we carry, our children wDl 
most likely sell the farm to pay inheritance tax. 
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We carry, as women, what is probably the greatest sorrow and the 
hardest to bear — and it is the desperation we see in the very soul of 
these men we love as tliey fight with every means available to them. 

The guaranteed emergency credit loan, for instance, that was passed 
to help us — several years ago — this really helped the banks. The 9 
percent interest was raised to 10 percent on $250,000 loans. That is 
another $25,000 a year interest payment with very little, if any, paid 
on the principal. Disaster loans for feed purchase, the payments were 
made with FHA's name on them, had to be placed back against the 
payment on the following year's loan, thus leaving feed bills that 
the disaster loans were prepared for still unpaid, or cash flow not 
there, not available. 

The second mortgages are often made with FHA, and this is hoW 
this comea about. So two land payments are made. Some would uaa 
funds from family funds that were willingly loaned, but could still 
jeopardize another family unit. 

The financial burdens could be eased with higher farm prices. The 
Nation's balance of trade could be helped with higher farm prices. The 
consumers' guarantee of an adequate supply of food at a reasonable 
price could he assured with higher farm prices. Ijocal, county, State, 
and Xational economies would improve and inflation would be more 
easily controlled. Remember, every agriculture dollar generates $7 
in tlie eeonoi^, and farmers would be paying more tax with higher 
farm prices. The farmer is and always has b^n the guardian of the 
soil, and is producing the only renewable resource this country has, 
agriculture. Women Involved in Farm Economics appreciate the 
opportunity to appew before you. 

Thank you, Mr. Chairman. 

Senator Hodges. Thank you very much, I appreciate your 
statement. 

What are you involved in in Montana ? 

Mrs. EspT. Ranching — cattle ranching. 

Senator Hodges. Do you have a cow-ctSf operation ? 

Mrs. Espy. We have cow-calf and we raise feeder steers. And there 
was, a time when we fattened feeder steers. We hare not done that for 
a long time. 

Senator Hodges. Everyone is saying now how bright the outlook 
is, and the prices are better, but does that necessarily mean that it is 
that much brighter, or is it simply better than it was? 

Mrs. EsFT. It is very encouraging to us; yes, it is brighter. But I 
think it should be considered, in our part of the country anyhow — it 
looks as though we may get $70 more this year for our calves at cur- 
rent prices, than we did last year. Last year we sold our calves higher 
than most people. We had a crossbred cow that is very much in demand. 

If we got $70 more than last year you will have to consider that with' 
the extreme winter we have had, we have put 2 tons of hay into our 
cows at $70 a ton, so that calf isn't going to bring us more profit. 

Senator Hodges. That was my point : although the prices are higher, 
you are not necessarily that much better off. 

Mrs. EepT. That's right. And then, of course — ^we are certainly 
grateful for higher prices and we have deleted our herds in anticipa- 
tion of this. However, I think it would he wise to stress that, even so, 
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imports are going to continue to come in. We are still fighting with our 
higher prices to have imports curbed, and I appreciate your 

Senator Hodges. Are you aware that in this bi]l that cattle cannot 
be brought into this country at less than our cost of producing it, and 
I think that would provide import control. If they want to bring them 
in and compete, that's one thing; but to bring in this cheap meat 
raised under conditions that we would not even allow in this country, 
or raised with various steroids and so on that we don't permit — my 
view is that constitutes unfair competition. Would you agree witii 
that? 

Mrs. EspT, I certainly do aOTee, In fact, I attended all the ITC 
hearings and testified on behalf of the meat indust.ry, and this is very 
true. .£id I was just about to say that I personally really appreciate 
that particular part of the bill. It's something that if our import laws 
fail, we need it ; we need it even if they don't fail. 

Senator Hodges. One last question. One thing I think that the bill 
does that is very beneficial is try to address all of agriculture, that is, 
the grains and cattle and so on, and try to keep tliem in balance. One 
reason you are doing well, or have been able to see some light in feed- 
ing is because grains are low. And if they do come up, then, of course, 
that will cut your mar^n in the cattle part, will it not ? 

Mrs. EsFY, Well, Mr. Chairman, we have always said that when we 
have cheap grain, we have had cheap cattle; with higher grain we do 
usually have higher cattle, because prices overall are better. It's true 
that tliere is a lag there, that from about 1 year that somebody is going 
to make a great deal of money with the cheap grain, they bought the 
calves cheap, when the price goes up they sell high. We have never been 
that fortunate, I might add. 

Senator Hodges. Senator Helms, would you have any questions! 

Senator Helms. Mrs. Espy, you are a very impres^ve lady. 

Mrs. EsPT. Thank you. 

Senator Helms. Don't you think that the farmer is the most severely 
affected by the inflationary spiral of all of the segments of our 
economy ? 

Mrs. Espy. I certainly do. 

Senator Helms. And, of course, that inflation starts right here 
where Senator Hodges and I work. 

Mrs, EsPT. Yes, I agree. 

Senator Helms. Deficit financing and the very luiwise international 
situation in which we participate. Senator Talmadge, Mr. Chairman, 
often says that he wishes that there were an American desk down at the 
State Department; you know, we have a Latin American desk, a 
European desk, an Asian desk — no American desk. 

Don't you feel that if Congress successfully pursued an export pro- 
gram that this would be of substantial benefit to the farmer? 

Mrs. Espr. Yes, I do. And I am sure that you are well aware that 
we export between 50 and 75 percent of the production of wheat. We 
are the world's market of wheat. I feel that if we set our loan value 
high enough, this would determine the world value — we could im- 
mediately help our balance of paymente right there. And as far as 
cattle exports, we export 1 pound of cattle for every 22 pounds that 
we import — and this is not a very good balance. We do not need to 
really unport any cattle — if we had to produce for our own ctmsumers, 
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we could. Realizing the necessity of foreign trade, we are not asking 
tliat all imports be cut off, because we do want to develop an export 
market. But we would like very much so see that desk m the State 
Department. 

Senator Helms. You may have covered this m your statement be- 
fore I came in. Do you have a percentage estimate of the increase in 
your operating costs, say, over the past 5 or 10 years? 

Mrs. EspT. I do have that at home and I could get it to you, Senator 
Helms; I would be very glad to do that.* 

Senator Helms. It might be well just to have tiiat for the record, 
because that's the key to it, Mr. Chairman. Eveiything you buy has 
just gone through the stratosphere. 

Mrs. Espy. Yes. 

Senator Helms. And we hear so much from tlie urban commentators 
that the fanners never had it so good. They haven't tried to buy a 
tractor lately. 

Mi-s. Espy. That's right. 

Senator Helms. I thought your testimony was most impressive and 
I appreciate your coming. 

Mrs. Espy. Thank you. We have those figures prepared for the ITC 
on our own personal ranching operation, and 1 think you would be 
very interested in it. 

Senator Hodges. Thank you very mucli, Mrs. Espy. We will make 
these a part of the record. 

Mrs, Espy. Thank you very much. 

Senator Hodges. 'W'e welcome you, Senator Sasser. 

STATEMENT OF HON. JAMES SASSER, A V.S. SENATOR 
PROM TENNESSEE 

Senator Sasser. Mr. Chairman, thank you, and I welcome this op- 
portunity to come before this distinguished committee in support of 
b. 2626, the Consumer and Protection Act of 1978. I frankly believe 
that this legislation, which I am cosponsoring, is in the best interests 
of the American farmer and the American consumer. This bill has 
received the overwhelming endorsement of the American Agxicul- 
tural Movement in my native State of Tennessee. And I was delighted 
to see that yesterday several Tennesseans from the American Agricul- 
tural Movement testified here before this distinguished committee in 
support of this legislation. 

In my view, the formation of the American Agricultural Movement 
is a significant milestone in the history of agriculture in the United 
States. I believe this movement marks a new feginning for the Ameri- 
can farmer. We can now expect farmers to become increasingly in- 
volved in the tough issues related to farm policy. And I, for one, 
welcome their counsel and their advice. Fanners should have a voice in 
public issues that affect them and affect their economic future. 

Mr. Chairman, in my judgment, S, 2626 provides for progressive 
innovation in American agricultural policy. It calls for grassroots par- 
ticipation by the producers and growers of the Nation. It will serve to 
bring farm incomes into line with the economy as a whole by estab- 
lishing cost-of -production prices for the commodities covered by this 
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act. It will cause agricultural products to be priced in a way similar 
to the pricing of goods now produced by induat^. 

I believe that the establishment of a cost-o^producti<Mi price for 
farm commodities is important for the preservation of family fanning 
as we know it today. The farmer has too long been the subject of inSa- 
.tionary pressures without any recourse to the marketplace. Cost of 
production has increased while the fanners' return has actaally 
decreased from jear to year. 

The bottom Ime on the fanner's ledger is written in red ; he is losing 
money and he has been losing; money. This bill establishes a coat-of 
production price for commodities, based on overhead and direct costs. 
The factors which will be considered in setting the coat of production 
include the cost of labor, management, machinery, and use of land. 
Commodity loan levels will be established on the basis of the farmer's 
cost of production. 

Under this bill, an Agricultural Board of Governors will operate in- 
dependent of the Department of Agriculture, This Board will hold 
public hearings in the rural areas of the Nation prior to the beginning 
of the marketing year in order to establish the true cost of producing 
commodities covered by this act. The Board will be available to the 
Congress, the Secretarv of Agriculture, and the President in an 
advisory capacity on agricultural policy matters. 

Mr. Chairman, the dust raised, as we considered emergency agricul- 
tural legislation, has now settled. Farmers have returned to their 
homes and their farms- But they have left a distinct impression on 
many Members of this Congress, including myself. The Congress has 
passed, and the President has signed into law, a bill which provides 
some relief for American farmers this year. And no one is more 
aware of the long-term issues that must be resolved, Mr, Chairman, 
than you and the other distinguished members of this committee. And, 
I hope that this bill can serve as the basis of the solution to the prob- 
lems facing the rural economy. 

I strongly endorse this legislation and recommend favorable action 
by this committee. 

Having said that. Mr, Chairman, I have another engagement which 
I am going to have to go to. 

Senator Hodoes. Thank you for your excellent statement and your 
suDDort of the legislation. 

Senator Sasser. Well. I thank you both for allowing me to appear 
here this morning to testify in favor of this legislation. 

Senator Hodges. Norvin Thomas of Iowa. Good to see you, have a 
seat. 

T will iust preface by saying, before vou get into your remarks, how 
difficult it is right now for fanners to be here. Many need to be in the 
fields and have come here at great sacrifice, and we very much appreci- 
ate your taking your time, I know when I saw you last they were want- 
ing to get into the fields, and I imagine thev are still trying to, 

So go ahead and give us your statement, if you would, Mr. Thomas. 

STATEMEHT OT WORTIN THOMAS, MONBASmi, IOWA 

Mr. Thomas. I'm Norvin Thomas from Mondamin, Iowa, and I am 
here to testi:^ in support of this bill 2626. And I feel, and the people in 
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my area feel, that this bill is realistic, it's sensible, and its reasonable. 
And the No. 1 reason that we have is that the board of governors that 
is in this bill, which would consist of 21 — 12 would be farmers and 
ranchers, and that would give us the representation that we feel we 
so desperately need. And we do have to have some input as to our 
destiny or our direction as farmers and ranchers. 

All "farmers and ranchers do realize now that they must have this 
board to help decide the direction that they are going to go. And we 
don't feel that wo any longer wish to be manipulated, one segment 
against the other, and this board gives us all fair representation. There 
is no other segment of industry that operates the way farmers and 
ranchers do. 

It appears to be the Government policy these days to modernize and 
improve all aspects of America, and if this is to be the case then we 
ieel that agriculture must also be included and recognized. And we 
feel this board will take care of that problem. 

' No, 2, the cost of production in this bill no way guarantees us & 
profit, but it will stop us from going backward and bankrupt as has. 
happened in the past few years. I just received my copy of the Agricul- 
tural Situation put out by the USDA Crop Reporting Board, and in 

1975 we received an average price per bushel per com of $2.54; in 

1976 we received $2.15, and in 1977 $2.02. And with every aspect of 
our cost rising by at least 10 percent s year — and that is not including 
inflation^ — I would hope that you can see the unpleasant situation that 
we have been put in. This is no way — there is no way that our chil- 
dren could take over the family farm in this situation — and this bill 
would certainly help correct that problem. 

No. 3, also included in this bill — a grain reserve, which we believe 
our country should have, and we feelthat this grain reserve would 
help stable food costs and also I personally feel that with a grain 
reserve held in this country we wouldn't have to worry about an at- 
tack of any kind on us when we hold the only reserve food supply. We 
also feel this would help to keep a more stable and realistic grain price 
for us and everyone else. 

As to what his bill would do to land prices, we cannot see where it 
would bother at all, I don't know of a single farmer who has a desire to 
sell his land as long as he can keep operating, and I don't know of a 
farmer who wouldn't be proud to have his son or daughter helping or 
taking over the farm if he knew they could make a decent living. 

As for the young person wanting to start farming, I am sure that 
his banker woiild be more likely to loan him the money if he could 
show him what his price was going to be, and then he could pay the 
loan off. 

With these main parts of this bill that I have pointed out. and with 
the fact that it would fit in with the President's cut-in-spending policy, 
because it is tremendously cheaper than the 1977 Farm Act, and also 
all the machinery needed to implement this bill is alre-ady existing, 
we feel this bill should have your fullest consideration and, most of 
all, yonr complete support. 

And I thank you. And I also have with me a written testimony from 
another farmer, Mr. Grover Gee in our area, I would like to have 
that entered into the record.* 

*8«e p. 223 for tbe prepared BtBtement of Mr. Q«e. 
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Senator Hodges. Fine. If you will leave that, we will make that a 
part of the record also. 

Let me just ask you a few questions. How old are you, if you dont 
mind my asking? 

Mr. TnosiAB. Forty. 

Senator Horges. And how long hare you been in farming! 

Mr, Thomas. Fifteen years. 

Senator Hodoes, We nave heard — and I have every day asked the 
witnesses — the USDA line seems to be that it is just younp farmers 
that have gone in in the lost 3 or 4 years and hnve. Ixiught high-priced 
land that are having difficulties. We have yet to find this to be true, that 
those are the only ones. My experience, and that of the witnesses who 
have testified, has consistently been that anyone involved in farming 
has had diiliculties the last 4 years, because of consistently lower prices 
and much higher costs — just as an example^ dicsel in 4 or 5 years had 
gone from 16 to 46, and getting ready to jump again. 

Now, would you agree with this, that it's farmers of all levels that 
have had this difficulty ? 

Mr. TnOMAS. I most certainly would. I think the reason that they 
say it's young farmers that overextended themselves is because they 
are probably hurt the worst, and your older farmers are not yet, 
especially in Iowa 

Senator Hoikjes. They are living off the equity of their land? 

Mr. Thomas. Are livinp off the equitv, and they realize they aren't 
putting money in the bank, but they keep thinking things will get 
better, and they may be able to get by. I might also add that the way 
that I got here today — and that was through people in my area that 
support this bill donated the money to send me out here, thought it was 
a very wortliwliile cause; I have gotten them all the bill and they have 
all rftad it, and they do supix>rt it and they tliink it is a good piece of 
legislation to have. 

Senator Hodges. We appreciate that very much. You grow com? 

Mr. Thomas. Corn, soybean — ^rotation — and about 200 head of hogs 
a year. I sell irrigation equipment on the side, and my wife has a part- 
time job. 

Senator Hodges. With reference to vour doing all those sorts of 
things, and without getting into any of your personal finances, have 
the last 4 vears been very productive in terms of net income, or have 
they been difficult ? 

Mr, Thomas. If it hadn't been for the drought in our area and the 
extremely excessive sale of irrigation equipment, I would have been in 
quite a desperate situation myself. 

Senator Hodges. So you made your money out of an agri-business 
instead of the agriculture ? 

Mr. Thomas. Yes. 

Senator Hodges. Let me just ask yon one or two other questions. 
Do you see any obiection yourself, or do the farmers that you know 
that grow corn on this very costly land in Iowa object to a mandatory 
set-aside if it occurred only when there was a surplus and if they knew 
that thev were going to have at least loans at cost of production ? 

Mr. Thomas. Everybody that I have talked to, that's one point that 
I have brought out to them that they understand with this bill that 
would be a voluntary set-aside, if needed. And I have heard nobody 
complain on that. 
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Some of the "specified commodities" listed in this bill are quite 
important in Florida, On an annual basis, they represent approxi- 
mately $1 billion in cash fann receipts to the State. Thus you can 
imdeistand that I have more than a passing interest in this legisla- 
tion. It has the potential for greatly affecting the agriciilture and 
general economy of the State of Florida, 

This bill we are discussing today represents far-reaching proposals 
which could have a very great impact on food and agriculture in this 
•country. Hopefully, tJie net effect would be positive. However, there 
is no departure from the basic philos(q)hy which has guided our Na- 
tion's agricultural policy for over iO years. I am referring to national 
programs designed to provide relatively stable prices while, at the 
same time, protecting farm producers from disastrously low pricea 
These programs were designed to dampen the boom or bust cycles so 
■often experienced in American agriculture. These extreme cycles are 
not good for either the Nation's farmers or consumers. 

This bill has many good features. However, I believe changes can 
"be made in certain areas which would strengthen it. In this statement, 
I will mention some of these along with some of the more desirable 
features. 

As I see it, the biggest departure from earlier stabilization programs 
IS the substitution of cost of production prices for parity prices. I 
ieel that tiiis is the most important feature of the bill. The parity 
concept has long been outdated and today has little or no value for 
■use in establishing a fair price for the products of American farms. 

Even though the parity formula has been refined, the basic short- 
coming of the parity concept has not been overcome : The reference 
point for equality is still the 5 years 1910-14. The increase in agricul- 
ture's prodnctivity invalidates the current parity concept. Farm 
output as a whole increased 144 percent between 1910-14 and 1971-75, 
while total inputs rose hj only 16 percent. As a measure of farm pur- 
chasing power, the parity concept is defective. At best, the parity 
ratio would reflect the relative buying power of products; not farms 
or farm producers. 

I realize there will be difficulties in establishing realistic cost-of- 
production prices adequate for use in a national program. A price that 
reflects the cost of producing a certain commodity for the average 
farmer would produce a net profit for the more efficient operators. 
However, with the deficiencies involved in this approach, it would be 
more timely and more realistic than would the archaic parity concept. 

A national commodity reserve for storable commodities, which would 
he provided for in this bill, appears to be a necessary part of a stabili- 
zation program. Such a reserve would be quite useiful in leveling out 
the supplies available for consumption and international trade as well 
as providing a means of handling possible burdensome farm supplies. 

Restrictions on the importation of commodities subject to this 
legislation at any price less than the domestic cost of production seems 
to be a necessary provision. Otherwise, we would run the danger of a 
flood of imports which would doom the program. 

I would now like to offer some suggestions for modifications of the 
bill ; some changes which I believe would improve it. 

I recommend that the concept of "specified" commodities be deleted 
and that there be "enabling legislation" permitting any agricultural 
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Mr. TirowAS. None, just my wife and kids. 

Senator IIt.tmr, How many did you have 5 years ago? 

Mr, Thomas, None. 

Senator ITelhb. So that hasn't changed ? 

Mr, Thomas. No, 

Senator IIodoes. How many acres do you farm 1 

Mr. Thomas. 400. 

Senator Hki^ms. Keeps you busy. 

Mr. Thosias. Yes; got the com all in and just finished rotary h<M 
before I came here. 

Senator Helmr. Senator Hodges, I appreciate this gentleman com- 
ing. I know you did it at a sacrifice to yourself. 

Senator Hodobs. Mr, Thomas, thank you very much for being here. 

Mr. Thomas. I tliank you. 

[The following letter from Mr. Thomas was subsequently received 
by the c(Hnmittee :] 

Jmn T, 1078. 
Hon. Walter D. HnDi>U!STOW, 

Chatrman. (tubcommittee on At^H^rulture J'roduotUm, Markettnff and StoMUsaHoH 
of Prloeil 

Drab S&xator UvoDUxroTt : It It would pleaw the ctialrman. I would like to 
nild to my teetlmony on S. 2626 as I did not know tbat Farm Bureau testified oa 
Mar 22, 197)4, afcalnirt fl. 2626, I am a Farm Bureau member but I muat Iiudit 
that Farm Bureau does not repreiient mp, au<l also HeverBl other fannera In mj 
area. Pprhaps nonw-one Bhonld do 8 thorough InTeflttgatlon of Farm Bureau just 
to Ree who they do represent. 
Thank you. 

NoBTnr Thomas. 

Senator Hodoes. Dr. Elmer Close? How are you, sir? Nice to see 
yon. Have a seat, please. You may begin your testimony when you 
wish. 

STATEUENT OF ELMER CLOSE, ASSISTAITT DISECTOR OE HARKET* 
INO FOR THE FLORIDA DEPARTMENT OF AORICTIITURE AHp 
CONSUMER SERVICES (OH BEHALF OF DOYLE CONNER, COMMIS- 
SIONER OF AGRICULTTIEE OF THE STATE OF FLORIDA) 

Dr. Cr/wE. Mr. Chairman. I would like to express my appreciation 
for tlie opportunity to be heard this morning. My name is Elmer 
Closft, an(l J am assistant dirpctor of marlcoting forthe Florida Depart- 
ment, of Agriculture and Consumer Services, and I am speaking on 
bohalf of Doylo Conner, commissioner of agriculture for tne State of 
Florida. I would like to speak to the bill that we are talking about 
today, that is. Senate bill 2626, and I would like to speak to tJiis bill 
in the context of my concern for a healthy agriculture both in Florida 
and the Nation. 

First, I would like to compliment those responsible for this pro- 
posorl legislation, for they liave exhibited a desire to do sometbing 
i»fjsitivo rather than sit back and complain. They also have shown some 
keen thinking and hard work. 

When Florida is mentioned, most people think of it as a vacation 
land. Wliftt they don't realize is that Florida is a major agricultural 
State with farm marketings of over $2..^) billion in 1077. This was 
g(KKl enough for a ranking of 13th in the Nation. 
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Some of the "specified commodities" listed in this bill are quite 
important in Flonda. On an annual basis, they represent approxi- 
mately $1 billion in caih farm receipts to the State. Thus you can 
imderstand that I have more than a passing interest in this legisla- 
tion. It has the potential for greatly affecting the agriculture and 
general economy of the State of Florida. 

This bill we are discussing today represents far-reaching proposals 
■wliich could have a very great impact on food and agriculture m this 
-countiT. Hopefully, the net effect would be i>ositiTe. However, there 
is no departure from the basic philos(^hy which has jruJded our Na- 
tion's agricultural policy for over 40 years. I am referring to national 
programs designed to provide relatively stable prices while, at the 
same time, protecting farm producers from disastrously low prices. 
These programs were designed to dampen the boom or bust cycles so 
■often experienced in American agriculture. These extreme cycles are 
not good for either the Nation's farmers or consumers. 

This bill has many good features. However, I believe changes can 
lie made in certain areas which would strengthen it. In this statement, 
I will mention some of these along with some of the more desirable 
features. 

As I see it, the biggest departure from earlier stabilization programs 
is the substitution of cost of production prices for parity prices. I 
ieel that this is the most important feature of the bill. The parity 
concept has long been outdated and today has little or no value for 
■use in establishing a fair price for the products of American farms. 

Even though tlie parity formula has been refined, the basic sliort- 
■coming of the parity concept has not been overcome : The reference 
point for equality is still the 5 years 1910-14. The increase in agricul- 
ture's productivity invalidates the current parity concept. Farm 
output as a whole increased 144 percent between 1910-14 and 1971-75, 
while total inputs rose by only 16 percent. As a measure of farm pur- 
chasing power, the panty concept is defective. At best, the parity 
ratio would reflect the relative buying power of products; not farms 
or farm producers. 

I realize there will be difficulties in establishing realistic cost-of- 
production prices adequate for use in a national program. A price that 
reflects the cost of producing a certain commodity for the average 
farmer would produce a net profit for the more efficient operators. 
However, with the deficiencies involved in this approach, it would be 
more timely and more realistic than would the archaic parity concept. 

A national commodity reserve for storable commodities, which would 
■be provided for in this bill, appears to be a necessary part of a stabili- 
zation program. Such a reserve would be quite useful in leveling out 
the supplies available for consumption and international trade as well 
as providing a means of handling possible burdensome farm supplies. 

Ecstrictions on the importation of commodities subject to this 
legislation at any price less than the domestic cost of production seems 
to oe a necessary provision. Otherwise, we would run the danger of a 
flood of imports which would doom the program. 

I would now like to offer some suggestions for modifications of the 
bill; some changes which I believe would improve it. 

I recommend that the concept of "specified" commodities be deleted 
and that there be "enabling legislation" permitting any agricultural 
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commodity to be brought under or be removed from the program upon 
a 65-percent majority vote of the producers of that commodity voting 



in a referendum. It is realized that it may not be appropriate for some 
if the nLOre perishable commodities to come under this program. 
Another suggestion is that the required number of producers peti- 



tioning for a referendum be reduced from 15 percent to 10 percent. It 
would appear that our traditional democratic principles would move 
us toward making it easier for the majority to exercise its will. 

I would also suggest that provisions be made for the establishment 
of production bases, quotas or allotments for all commodities, includ- 
ing those currently referred to as "specified commodities." Otherwise, 
I believe there would be great difficulty in administering such a 
program. 

I'm sure there are those who view this bill as a bold new step. And 
perhaps it is. But isn't it time we take the bull by the horns and do 
what is necessary to maintain a healthy American agriculture ? 

In closing, Mr. Chairman, I would like to again express my appro- 
priation for the opportunity to be heard concerning S. 2626. 

Senator Hodges. Thank yon very much. I will come back to you in 
a moment, as Senator Bumpers has just come in. But I have a few 
questions for you, and I particularly appreciate your sujjport. And if 
we can have Senator Bumpers stay, and if you don't mind having a 
seat, we will come back to you. Perhaps Senator Curtis will have some 
questions also. 

Senator Helms was here and expres-sod his regret that he had to go 
to Armed Services — but you know about that. 

STATEMENT OF HON. DALE BUMPERS, A U.S. SENATOR 
FROM ARKANSAS 

Senator Bumpers. Senator Curtis, before I forget it, I have got some 
guests from Arkansas, and one of them says she used to babysit for 
your daughter and she wants to meet you today. 

Senator Curtis. Delighted. And behind you are three Presidential 
scholars from Nebraska. 

Senator Bumpers. They look pretty scholarly, don't they? 

"With your permission, I bad thought that I would just rile my state- 
ment for the recoi-d and sort of summarize and make a few caustic 
comments about our administration. [L#aughter.] 

I have some statistics in this, and I think they may be repetitious 
statistics you have heard already about what's happened to the income 
of farmers in actual figm-os, dropping from $33 to $20 billion in the 
last 4 years, how there is a massive flight of people off the farms last 
year — -I take that back. The migration from the farm in 1977 slowed a 
little bit ; but in 1976, 6.9 percent of the farm population move*! off the 
farm. Now, that's not numbe.r of farms or farmers, but tliat's people ; 
611,000 people gave up in 1976, and left the farm for the very obvious 
reasons that we are here for today to try to correct. The farm popula- 
tion now stands at 7,806,000 people, and that represents 3.6 percent. 
When I was first elected Governor in my State, we talked about 5 to 
6 percent of the people of this country living on the fann— and that 
has bf-n slowly declining since 1970. Now we are down to 3.6. 
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Of course, that means a lot of things. It means people have given up 
farming; it means agri-business is getting bigger; tlie big farm is 
getting bigger — because actually there is more land under cultivation 
today than there was then. There are 2.68 million farms left — that's 
a 1978 estimate. And that's a decrease in the number of farms of 26,300. 
But, again, so tliat nobody misunderstands that, that is not a decrease 
in the amount of land ; that is simply a decrease in tlie number of 
farms, 

I can remember traveling through the countryside with my father 
before he died, and he would say "There used to he- a farmhouse here," 
and "There used to be a farmhouse here," and "There used to be a 
farm there," and they used to raise this, that, and tlie other. And now, 
of course, that's all past, and a way of life and a culture has gone 
■with it. 

There was an 11-percent decrease in the number of farms in this 
country between 1969 and 1978. In my own State, the preliminary 1978 
estimate is that there are 68,000 farms left in my State. But tliat is a 
6-percent drop since 1969 just in Arkansas. 

Now, so far as the bill is concerned, Mr. Chairman, though my name 
is on it, you and members of the Agricultural Movement, the Ameri- 
can Agricultural Movement, and your staff, are actually the authors 
and the drafters of the bill. I only got involved in the bill in tlie sort 
of refining of it in the last stages. But still I not only endorsed it and 
introduced it witli enthusiasm; I honestly believe that it is the most 
sensible proposal that has been offered to this committee and to the 
Senate for all kinds of reasons: No. 1, there isn't anything in here to 
indicate that the consumer is going to be all that adversely affected — 
and the point has been made many times — I believe it was either the 
Harris poll or the Gallup poll showed — that a majority of the 
American people would accept a 5-percent increase in food prices if 
they tliought it would bail out tlie American farmer. 

Well, I can tell you a 5-percent increase in food prices would do 
more than bail the American farmer out; it would make liim really 
whole. And yet that shows a great deal of magnanimity on the part 
of the American people, most of whom are having a tough time keep- 
ing body and soul together because of the utility bills and food costs. 

The bill, of course, doesn't cost the Federal Treasury anything, 
because all we are saying is we ought to loan fanners the money to 
make a crop at what their actual production cost is, and not at some 
highly arbitraiT figure that nobody agrees with out of the Depart- 
ment of Agriculture, wliich we have had in the past. 

And in exchange for that very simjple proposition, we have raised 
the interest rate in this bill on what the farmer would have to pay to 
the local going rate, whatever it is. Now, they get a subsidized interest 
rate now when they put tilings in the loan, but we are saying : let them 
put their crops in the loan, let them borrow enough at the going rate 
of interest to make their crops, and then let them put their crops in 
loan for some extended period of time, not to make speculators out of 
the American farmers, but to at least keep them from having to sell at 
distress prices always in the fall of the year so they can pay the bank 
back at a time when everybody knows the price is always the lowest 
and the most distressed. And the bill has safeguards to keep the firmer 
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from actually becoming a speculator even if he wanted to be, because 
there is a mechanism in the bill that provides that as the price of a 
commodity goes up, he has to take a percentage of his crop out of the 
loan imtil it gets to 100-percent parity. 

So anyway I don't understand the administration's opposition to 
the bill. I was in Arkansas Monday when the administration official 
came over here and testified, Mr. Chairman, to express the adminis- 
tration's opposition to the bill. And I was chagrined by it, but at the 
same timelknow a number of things: No. 1, it's not going to get out 
of this committee with the administration opposing it; No. 2, even if 
it did, we would have a tough time getting it in the Senate ; and, No. 3, 
all of this is a reflection of out of sight out of mind, just like lovers^ 
Senator Curtis, The farmers are gone home, they are not roaming the 
halls, and we don't have to. contend with them; thev had to go Home 
and start making crops, and they are gone and so the pre^ure is off. 
But the truth of the matter is, the Congress and the administration 
have not done anything to solve the farmers' problem. Everybody saw 
the price of wheat jump from about $2.60 up to $3 and said, well, isn't 
that great; wheat prices are going to go up now to where the farmers 
can make some money ; soybeans went up from about $6.20 to $7 and 
stabilized; cotton has had a fairly good increase in price, still, in my 
opinion, not enough to make the cotton fanners much money, if any. 
And so it is just the same old story. 

We have really, I think, misled the American farmer — I wont say 
deceived, but I think we have misled them. While they were here we 
told them we were going to do something for them — and if anything 
has been done for them, it has magnificently eluded me. 

And I think that the administration could have come out and taken 
a very responsible position and said we don't like all of that bill — I 
don't like all of it either, and I know that you, Mr. Chairman, would 
be more than willing to amend some portions of the bill; we talked 
about it. 

And to make it palatable, without gutting the bill or really taking 
out the basic features of i(>— but, you know, Senator, the Commodity 
Credit Corporation has never lost a dime since it was first ^ablished, 
and it certainly wouldn't lose anything under this bill, and there 
would be a chance at least to prove this Congi"ess' good faith without 
ripping off the taxpayer or the consumer. 

And I am going to— even though I am sounding pessimistic about 
the ability to get this out of the committee — I am going to continue 
to lobby and talk to members of this committee and hope that we might 
at least get it on the floor for a debate, and let the whole world know 
what's at stake here. 

I apologize for being late, Mr. Chairman, and I submit this state- 
ment for tlie record. 

Senator Hodges. It will be entered in its entirety. You would be in- 
terested to know that Mr. Fitzgerald, who came here on behalf of the 
administration, couldn't answer questions about his own statement, 
and finally admitted here before the committee that he was simply 
reading a statement prepared by someone else and really didn't Jmow 
mucli about it. He was rather embarrassed, and ought to have been. 

The second thing, and the central thrust of what he said was the ter- 
rible effect higher farm commodity prices will have. And I asked him 
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■whether what he was saying is that higher farm prices will caiise 
detriAiental effects, whether uiey come from our biU or come from the 
marketplace, because he talked about how adverse higher prices were 
going to be on raising land prices, if prices were higher, and so on. All 
of which led me to Mlieve that in truth and fact tlie farmers are cor- 
rect when they say that tJiis administration is simply opposed to 
higher farm prices, period, whether they come from 2626 or come from 
some otiier source. 

Senator BirMPERa. Even natural competitive forcest 

Senator Hodoes. Yes. Because I asked him whether these terrible ad- 
verse effects that he was saying would occur whether the marketplace 
brought it up naturally from supply and demand or otherwise, and 
finally he had to admit, yes, that was true; that much he did know 
about his statement. But, apart from that, he seemed to know nothing. 
It was very embarrassing for him, I am sure. 

Senator Bumpers. Yesterday morning, as I got ready to come back 
to Washington, I was leaving the Cameiot Inn and a young fellow ran 
up to me and said, "Senator, I'm a fanner, and, you know, we are not 
any better off than we were," and he said, "1 am going ahead and 
plantijig my crop this year— cotton and soybeans," he had 800 acres — 
Dut he said if the prices are the same this fall as they are right now, 
he says "I am just gambling and if they are the same this fall as they 
are right now, this will be the last crop I will ever make." And I said^ 
"well, I don't know what to tell you except that I cant be very opti-. 
mistic about what your chances of continuing farming are." 

Senator Curtis, what is the Agriculture Department's estimate of 
the cost of raising wheat now i 

Senator Cubtis. I wouldn't want to quote a figure. I use it every 
once in a while, and 

Senator Hodoes. I think it's a $3.75, the average was $3.75 their 
March SI report. 
■ Senator Cbnris. And it depends on whose estimate it is. 

Senator Bumpers. One other point, incidentally, before I forget it — 
I think what the people in Washington traditionally object to about 
our bill is this 21-person governing board. And, you know, they just 
assume that you can't appoint 21 people from the public sector that 
■would know anything about farming and have enough sense to know 
■what production costs are. And I thmk that's one of the things in the 
bill that would instill more confidence in the American farmer than 
any other single thi^. 

Senator Hodges. Twelve of the 21 are to be elected by the farmers 
and ranchers themselves. 

Senator Bumpers. Then, of course, there is this business, well, the 
livestock farmers at home are just euphoric. My father-in-law's in 
the cattle business, and, of course, they have been in a longdry spell 
in the last 3 years — ^they are making more money than the U.S. mint, 
and they love it, and they say, we don't want under your bill, and I 
say, well, you know, there's a provision in there to get out. And that's 
another thing: Nobody is going to be forced under this bill; 15 per- 
cent of growers of any particular commodity can get in or out, or at 
least 

Senator HcHxsBS. Gall an election. 
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Senator Bumpers. They can call an election to get in or out. So 
nobody is being forced into anything under the till. It has that 
democratic principle. 

Well, I won't take ai^ more of your time ; I know you have wit- 
nesses, Mr. Chairman. But I am very pleased that you are holding 
these hearings, and pleased to be here this morning. 

Senator Hodges. Thank you for coming by and your support of the 
bill, and your introduction of it that we appreciate very much. 

STATEMENT OF ELMEB CLOSE— Sesomed 

Senator Hodges. Mr. Close, I didnt know whether Senator Curtis 
had any questions or not. I wanted to thank you for your testimony, 
and what I think are perhaps some good suggestions for modification. I 
did not know whether on page 4 you realized that any commodity 
could be brought under the le^slation by a referendum of the people 
growing that commodity. 

Mr. CuoBS. Yes, sir. I understood that. 

Senator Hodges. But you wanted to change the percent from BO 
percent to 65 percent ? 

Mr. Close. Yes, sir. What I was thinking — what we were thinking 
was making it permissive across-the-board rather than having 

Senator Hodoes. Oh, I see, I follow you. In other words, let them 
all petition whether they want to come in or out. 

Mr. Close. Yes, sir. 

Senator Hodges. I understand. 

Mr. Close. And the percentage — maybe this is a personal philofl- 
ophj — we have had experience in administering State marketing 
oi"ders, and we in our State have Federal marketing orders also, ana 
this is a 65-percent or a two-third majority, both. We feel that this is 
good because we would hate to admmister a program where it was 
about split down the middle between those against it and those for it. 

Senator Hodges. I see. 

Mr. Close. So it's questionable — this is a personal philosophy from 
that standpoint. 

Senator Hodges. OK. I very much appreciate your remarks. 

Did you have any questions, Senator Curtis ? 

Senator Curtis. Does it require a referendum to put a commodity 
in or out of the program ? 

Mr. Close. On marketing orders ? 

Senator Cuktib. No, not marketing orders — but, as I understand 
it the law now provides that certain specific crops or commoditiee are 
within the farm program. Is it true that this bill would do away with 
that and give to the Department of Agriculture the authority to put a 
commodity in or out of a program? 

Mr. Ci-osE. The bill as it is proposed now, as I understand it, would 
be tJiat these specified commodities, if this bill became law — as it is, 
the specified commodities would be automatically in the program. 

Senator Cubtis. But who has authority, besides going through the 
process of ft referendum, to put a commo<iity into the program or out! 

Senator Hodges. Under this bill. Senator!- 

Senator Cdbtis. Yes, as written. 
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Senator Hodges. The producers themselves, those who are actually 
the producers of that commodity — 15 percent of them can petition 
to come in. 

Senator Cuktis. The question is, is any authority given to anybody 
other than through the method of a referendum ? 

Senator Hodges. No, sir, not under this bill. 

Senator Curtis. I see. And what does it do about livestock! 

Mr, Close. Livestock is one of the specified commodities which 
would come under the program if the bill becomes law. However 

Senator Hodges. No; it's not. I don't want to— he is I'ust testifying 
in support of certain provisions of the bill, and I don't think he knows 
all the provisions. Livestock is not one of the specified commodities. 
It is covered in this sense. Senator Curtis: No livestock could be 
brought into this countir at less than the cost of production to pro- 
ducers in this country. So I think that is the provision of the bill 
that 

Senator Cmtns. Because we have never had a support price under 
livestock. 

Senator Hodoes. No, sir, there is not one in this bill. 

Senator Curtis. It's a very complicated and controversial proposal 
and calls for grading of almost every critter. 

Senator Hodges. It would be impossible. 

Senator Ccrtis. And that is the source doUarwise of the greatest 
share of the income from my State, I am not urging that it be put 
under a program. 

Mr. Close. Our proposal is that this be permissive to those commod- 
ity groups who wish to go through the referendum and come under 
tlw program. 

Senator Hodges. He is just suggesting a modification of the bill as 
proposed now, I think. 

Do yon have any further questions of this witness. Senator Curtis? 

Senator Cunms. What is your idea, if this would be enacted — how 
would the referendum be determined? One producer, one vote? Or 
would it take into account the amount of produ(Aion ? 

Mr. Close. As it is proposed now, my understanding would be one 
producer, one vote. 

Senator Curtis. So someone in the Ohio Valley who producea 15 
acres of wheat would have one vote, and a full-time wheat producer 
in western Nebraska that produces 600 acres would have one vote? 

Mr. Close, This is as I understand it, yea, sir. 

Senator Curtis. That's all. 

Senator Hodges. OK, thank you. 

The next witnesses are Mr. Julian Hodges and Mr. Larue Tippett 
from Florida. 

Is Mr. Tippett with you ? 

Mr. Hodges. No, sir, he just couldn't get here, sir. His irrigation 
system broke down on him. 

Senator Hodges, OK. 

STATEMENT OF JITUAN 0. HODGES, UASISOIT, TLA. 

Mr. Hodges. He was supposed to have been here; he was going to 
be your testifier. 
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Mr. Chairman, members of the committee, ladies and gentlemen, I 
am Julian O. Hodges of Madison, Fla. 

Farming and ranching must not and will not go away. The three 
"sine qua nons" for human existence are here to stay or we humans 
will go the routo of tlio dinosaur: Pure wat^tr, air, and nuirienta we 
must liavc. God provided all three at first. One or the three, due to 
luinian population growth, oontiniioiisly must be updated by humans. 
To encourage this action the efforts by humans who accinnpli^ thia 
updating must be rewarded. Clourly, S. 2626 strives to do tiaa 
rewarding. 

iJuriiig my lifetime I have been caught in two great farm depres- 
sions. The farmer for the past couple of years and the ranclier for a 
lonpur i>criod lioiTiindotisIy have suirei-ocl under suppresaed prices for 
their j)roducts. For slightly over 40 years price, support, and produc- 
tion a^justmt^nt programs have impacted tlie fann and national econ- 
omy. For the past several montlis a most serious farm problran has 
jirovokeil a raging debate across tiie country and here in Congress 
on how to solve the problem. 

During tlii^i time wo all liave heard that consumers have consist- 
ently had a n^Iiable supply of farm jtroducts for a smaller proportion 
of tlieir income than anywhere in the world. We have been told that 
(Jongress has attempted U» assure the farmer/rancher a specified mini- 
mum price for his products. We have learned that durmg and since 
World War I the farmer can and lias overproduced our needs. We 
liftve seen how overjtroduction of farm products, coupled with a depres- 
sion or not, turns into a cruel commentary on the people who labor 
to produce our fiber and food. 

Mttyl)n the farmer/rancher creed is to stoke the flame of agricul- 
ture and to invent new ways and practices to keep pace with our 
iKtcds. The ^:ood sisnse in S. 2620 picks up the gauntlet to preserve this 
Hame that it may forgo and temjier unceasingly the smews of our 
today and tomorrow's farm policy. 

Notwithstanding all other points in the bill, it addresses the two 
outstanding stumbling blocks that hinder a healthy farm economy: 
(a) the coflt to prf>duce plus a fair return, and (b) overproduction. 

To dramatize these two points let's look up the rows of a crop as 
seen by a farmer who must have inpockct moneys to ride the tractor 
to produce a coimnodity. Mr. Cliairman, of all the other testimonies 
which you will hear, thb attached worksheets show initial raw cost of 
produclion. Thev show a farm unit plan which in turn can be used to 
show a lending firm, if need be, an order to borrow initial farm cost for 
u crop. 

Mr. Chairman I would like for you to ask me some questions con- 
cerning the workslieets. The worksliects show what I planned to 
]>lnnt m 1978, how much the raw cost would bo — and if judged against 
national needs our ASOS oflice would or would not give the OK to 
plant the crop. Additionally, a]tt;niato crops could be planted if 
deemed necessary to adjust production by the USDA. 

A close exainmation of the worknlieets shows that it becomes a 
farm managttment unit. The estimated raw cost of production is se«i; 
the estimated production is seen; the actual intention of acres to b© 
plantttd is seen— and if seen against all other typo farm units nation- 
w'uh it pi-ovidea a tool to keep in balance our food/fiber needs for the 
Nation. 
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■ The production management concept embodied in S. 2626 allows 
our ASCS offices to use this type information in attachment 1 to ad- 
just production of farm-produced products. Used nationwide for every 
farm/ranch unit, this type procedure can readily stabilize commodity 
needs. 

At this very moment how do we estimate our national needs for 
fami/ranch-produced products? Shortages or overages of farm/ 
ranch-produced products cause wildly fluctuating lows and highs at 
the marketplace. These lows and highs of one or more commodities 
create grave problems for the markets and catastrophic hardships for 
the producer and has brought us to this conference table today. 

I suppose that through trade-and-buy machinations and evidently 
through an osmotic process we hope to stumble upon an answer that 
will safeguard our reserves, disaster, and national food/fiber necessi- 
ties. However, at times of overproduction of farm/ranch commodi- 
ties it appears, real or imagined, that all governmental, industrial, 
and farm organizations cannot bring to bear enough management ex- 
pertise to properly market, store, and/or pay our producers s fair 
comprehensive production cost for their products. 

The broad but definitive scope of the S. 2626 bill will answer both 
the above dilemmas. As envisioned by the bill the farmer/rwiehers, 
by managing their production under proper guidelines and directives, 
can electromcally — and this is strictly a management tool, sir, that 
you can use in the bill ; you can do it by any other means, horsebuggy 
if necessary — but this is only a little tip to update us — feed their ex- 
pected production estimates and time schedules through the ASCS 
office. Someone said that you may not have enough time to read out 
farm intended schedules and estimates. But is not given longer lead- 
time you can, with this type of an electronics updating. 

Further, these computerized estimates can be read out at State 
and National level to be adjusted against every known need. This 
methodology of management means that supply determinants and 
marketing requisites can always be in balance or in close tolerance 
with all known requirements. 

The par excellence, sir, of S. 2626 levels supplies and ^ves the 
farmer/rancher comprehensive cost of production and answers the 
age-old agricultural question : How do we control farm production to 
meet our needs, our country's and the world's 1 

Senator Houqbb. You are from Florida, and I know you have been 
active in American agriculture and talked with lots of farmers. Have 
you talked with them about this bill? And what response have you 
gotten, if you have had a chance to share it with them? 

Mr, Hodges. Yes, sir. Where I live in the north part of Madison, Fla,, 
all of our county of Madison County and Hamilton County and the 
immediate adjoining counties — yes, they appreciate the bill and 
naturally they want it. 

Senator Hodges. Is this a bill that they think they can live with! 

Mr. HoDGKS. Yes, sir. 

Senator Hodges, Realizing there are some modifications that will 
probably need to take place. 

Wo are going to run short of time. I've got a number of questions 
I would like to ask you, but in order to get everyone in before 11 
o'clock because under the rules of the Senate, we have 2 hours after 
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they go into session — and they went in at 9 o'clock this morning, so we 
will have to stop the hearing at 11. We have several other witnesses. 

Thank you very much for your testimony. 

We will hear at this time from Mr. Udelhoven from Montana. Did 
I pronounce your name correctly ? 

Mr. Udeluoven. Very close. 

Senator Hodges. Grood ; have a seat, sir. 

STATEMENT Or MAIMIN TJDELEOVEN, WJLMil'KED, MOITT. 

Mr. Udelhoven. I am Martin Udelhoven from Winifred, Mont. I 
have been ranching in the same area for 40 years. I'm the chairman of 
the comity ASCS committee for the past 3 years and a committee mem- 
ber for 4 years. Before that I was on the community ASCS committee 
for 10 or 12 years, I don't remember exactly. 

Mr. Chairman, I would like to thank you for the opportunity to 
testify at this hearing. 1 will not speak of the problems of producers 
in other areas, but know that producers of small grain and cattle in. 
my area ai-e in serious trouble. Beef prices are good now, but most pro- 
ducers won't see the benefits until they sell their calf crop this fall. We 
need something to insui-e that the old boom-and-bust cattle prices cycle 
doesn't continue. 

The present farm program increases the income of grain producers 
somewhat. However, it will just prolong the agony a little longer be- 
fore we go broke. There is no way that a farmer can make enough 
on $3.40 wheat to pay his debts, to replace worn machinery, to say 
nothing of paying for the cost of land and the cost of living. During a 
news conference last winter, President Carter stated that most farmers 
were doing all right, except for those who were in drought areas. I 
don't know who is responsible for supplying him that information, 
but he is badly misinformed, 

I live in a semiarid area with average annual rainfall of 14 inches. 
Yet in tlie past 4 years my average yield has not only been above av- 
erage for my area, but also has been above national average for each 
of those 4 years. In spite of the good crops, my loss for 1976 was $21,- 
258 and for 1977 it was $2,967. My loss would have been considerably 
greater except for my barley crop — that was for 1977 — which was ex- 
ceptionally good, about double normal yield and I sold it directly to a 
local feedlot for considerably more than market price. 

That means that I had to borrow that much additional money, 
speaking of the losses, for operating plus living expenses, and could not 
reduce the debt that I had before, I have talked to many farmers who 
had much heavier losses because they weren't fortunate enough to get 
the good crops. 

We fight hail, drought, floods, blizzards, insects, noxious weeds, and 
so forth — yet if we manage to produce in spite of all these, we are 
expected to guarantee contmuous cheap food. I think it is time that the 
farmer be given a chance to make a decent profit. 

When the farmers were in Washington on strike last winter, the 
news media said that when spring comes the farmers will go home and 
forget about it, I think most of them have gone home and will seed 
their crops. Whether tliey cut their acreage or not, I don't know, but 
they won't forget about it. Most farmers, whether they took any active 
part in the farm strike or not, are plenty mad about the governmental 
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cheap food policy and are not about to forget about it until we get a 
decent return for our products. 

When agricultural products were up to about whers they should 
have been, embargoes were put on to keep the domestic supply high, 
thereby bringing prices back down. We keep hearing about the cost of 
subsidizing agriculture, yet nothing ie said about the farmer subsidiz- 
ing the consumer. Every time a consumer buys groceriee, t3ie farmer 
has already picked up the tab for a goodly percent of what the gro- . 
ceries cost. 

The only way farmers can stay in business is to borrow more 
money on their land. In the fall of 1976 I borrowed five times what my 
land originally cort ; it was paid for 30 years ago. That money was used 
to help pay off production loans and replace old machinery. 

We have to have prices w'hich will cover cost of production plus 
a reasonable rrtum for management and a profit to pay off old debts. 
AH businesses have to operate that way or fold up. 

Another thing most people don't seem to consider is the impact 
of the agricultural economy on the national economy. Agriculture is 
still the largest single industir in the country. If we, the fanners, had 
the money we need to buy the new machinery — trucks, care, house- 
hold appliances, and so forth that we need, tJiat would put a large 
part of the unemployed back to work; they, in turn, would buy more 
consumer goods which would put more people back to work. That 
would certainly cut the welfare costa besides increasing the tax base 
and decreasing budget deficits. 

The generalopinion seems to be that an increase in the pricesof farm 
products is too inflationary. Over half of the cost of food is for proc- 
essing, transportation, and profits after it leaves the farm. The 
Winifred, Mont, elevaior deducts 75 cents per bushel for freight with 
4 cents increase due in June from quoted Portland markets. This is 
typical of all Montana^ varying somewhat on mileage. This is another 
unseen cost in getting rood to the cfmsomer. 

Labor and transportatiwi costs go up, so the consumer expects the 
farm commodity prices to go down to keep the cost of groceries f rcan 
rising. Let's put tlie blame where it belongs — on high interest rates, 
excessive profits in some cases, and the cost of labor mcreasing faster 
than productivity. 

What we need to correct the things I have mentioned is a program 
that will control productiwi so there won't be enough surplus commodi- 
ties to be a burden on the taxpayer or the producer. At the same time 
there must be a price-support program that will make it possible for 
a farmer to get cost of production plus a reasonable profit. 

No legislation can guarantee a farmer that he will make a profit. 
Only fair prices and adequate production can accomplish that. I be- 
lieve S. 2626 ig the best bill T nave seen to acamipli^ tiie things I 
have mentioned. It will control production and prices. As an added 
benefit, it seems to me, as a county ASC committeeman, that it would 
be a far easier program to administer than any program we have 
had in the past. 

Thank you again for the privilege of testifying before tliis 
committee. 

Senator Hodges. Thank you. Just for the record, could you, if you 
don't mind, tell us your age, how long you have been in farming? 
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Mr. TJdelhovbn. I have been farming 40 years; I am 61 years old, 
or will be in a few months. 

Senator Hodges. And what type operation do you have i 

Mr. Udelhoven. Wheat, oats, uarfey, and cattle. 

Senator Hodges. And you are from Montana. Have you talked about 
2626 with others there, and what is their response? 

Mr. Udelhoven. I have talked to as many as I have had an oppor- 
tunity — and the opinion of it seems to be pretty good. Most of tJieih 
wanted to have more time to study it. You see, I haven't had that bill 
out there too long, and ray wife made up copies of it and sent it aroUnd 
the State to different offices of the WIl'E organization. But we didnt 
get answers from a lot of them, because of time. 

Senator Hodges. Ajid they are, I assume, busy now trying to — ^ 

Mr. Udelhoven. I hope so. 
' Senator Hchxjes. Tryitig to do the best they can. Just <me last 
thing, I have tried to ask it of different witnesses from different parts 
of the country, and the answer has been consistent. The administra- 
tion has consistently maintained that it is the younger farmers who got 
in the last 4 years that are in trouble. 

Do you share that view ? You are certainly, with all due resjiect, 
not voung ; you have been at it 40 years. 

Mr. Udelhoven. I have been at it 40 years, and, like the other gentle- 
men said, those of ua who have been in it longer can borrow m<Hre 
mMiey and stay in longer, but it will just prolong the agony if we 
dent get relief; we are eventually all going down the drain. 

Senator Hodges. Well, we are going to be short of time. There are 
other witnesses. But I appreciate your coming. Thank you. 
' Mr. Loren Gai-ber, WaHhingtoii. Nice to see you. Have a seat. : 

STATEUEHT OF lOBEN OAEBER, LATAH, WASH. 

Mr. Gasber. My name is Loren Garber. I am a diversified farmer 
from the State of Washington. 1 farm in the southeastern portion of 
Spokane County that is commonly referred to as the beginning of the 
Paiouse area. - 

The State of Washington is one of the most divei^fied a^icultural 
States in the United States. In 1974 there were 161/^ million acres under 
cultivation in our State, growing" 144 different crops. The State of 
Washington ranks No. 1 ih the production of a{>ples, hops, sweet 
cherries, dry peas, and lentils. It ranks No. 2 in the production of 
pbtatoes, pears, aspara^s, mint oil and green peas. It rinks No. 3 in 
tiie production of grapes. It ranks fourth in the production of cran- 
bemes and sweet com, and it is fifth in wheat and sugar beet produc- 
tion. Wliitman County, which ia in the heart of the Paiouse, is tlie 
No. 1 wheat -pi-oduciiig county in this country. Along with these aiid 
other crops, therR are also siznble cattle herds and fcedlots. 

Accordmg to Governor Eay of the State of Washington, 60 percent 
of all the income within the State is directly related to agriculture. 
With these facts I can honestly say that I am from a true acricultuntl 
State. 

Within this large diversified agricultural State there are farmers 
representing almost every one of the 144 individual agricultural com- 
modities involved in the American Agricultural Movement. 
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Washingtori farmers have been to many local meetings, a large num- 
ber of State meetings and several national meetings held by the 
American Agricultural Movement. We have testified at Senat« and 
House Agriculture CoHuniftee and subcommittee hearings within tiie 
past few months. From all of the meetings attended and testimony 
heard, the American Agriculture Movement withiii the State of 
Washington has drawn several conclusions. 

(1) The farmers, not only in the State of Washington but across 
the United States, are in great economic trouble. The prices farmers 
receive for many agricaltural products are below the cost of pro- 
duction. 

(2) We the farmers and ranchers who derive our total income from 
the farms and ranches do not feel that we have a direct voice into our 
Government. We feel that you the Government are not totally aware 
of the problems of the family farmer and rancher. 

(3) A cheap food policy does exist within these mighty walls of my 
Nation's Capital. I too believe that we the farmers and ranchers 
should provide food at prices as cheap as possible. However, you the 

~ Government will soon make that impossible. As it stands right now, 
independent farmers and ranchers are leaving the farms and ranches 
at the outstanding rate of 1,000 per day. Not because of cheap food, 
but the inability to market what we raise, at least at the cost of 
production. 

(4) That importation of agricultural products at prices below the 
American farmers and ranchers' cost of production are now, and have 
in the past, created inadequate prices received for our American-grown 
food and fiber. 

(5) That inflation is one of the major problems facing this Nation 
today, I believe that the boom-and-bust C3'cle that is so prevalent in 

.agricultural prices is one of the major causes of inflation. When 
agricultural prices have their bgom cycle, labor and industry adjust 
their prices and wages to compensate for the higher food prices. Th«i, 
traditionally, agricultural prices retreat into their bust cycle. Through 
.this bust period in agricultural pricing, many of the farmers that will 
' be needed in the near future leave our farms and ranches to compete 
vrith our city cousins in the high rate of unemployinent job market. 
This again fans the fires Of inflation. I believe that the only way to 
eliminate this portion of the inflationary trend is to stabilize agricul- 
tural prices and put them on the same line as the rest of the economy. 
As long-time farmers and ranchers, young and old alike, tlie average 
American family fanner and rartcher sought a solution to these 
problems facing us. 

Shortly after March 2, 1978, several farmers and ranchers in the 
State of Washington received copies of Senate bill 2626, Upon studying 
this piece of proposed legislation quite thoroughly, many of the sup- 
porters of the American Agricultural Movement in my State saw 
that this piece of legislation could solve many of the problems I Iiave 
mentioned. 

Wo have distributed copies of this proposed legislation to all of the 
people who attended the American Agricultural Movement ooctings 
at the individual areas scattered throughout our State. These farmers 
and ranchers took this bill home and read it and returned 1 to 2 
weeks later. Then a vote was taken as to if we liked the concepts of this 
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bill. When all of the offices were tabulated, all but one of the American 
Agricultural Movement offices had, voted unanimously that they would 
prefer to farm under this type of program. The one office abstained 
because they had not held a local meetinj; to tabulate the area's 
farmers. 

I know that this bill has been presented to many farm bankers in 
the State of Wasliington and the re^onse is quite favorable. I have 
spoken to ASCS committee members in my county and the concepts 
of this bin are favorable to them. 

This bill has been publicized on a major radio station news station 
in Spokane, Wash., and has not received any negative comments from 
the consumers of that city. 

The individual supporters of the American Agricultural Move- 
ment within the State of Washington have worked very hard in sup- 
port of this proposed bill. With the facts I have presented to you to- 
day, I feel I can justly state that if this bill is enacted into law, it 
would be accepted favorably by consumers, farmers, and ranchers of 
the State of Washington. 

As an individual wheat producer, I have always favored a strong 
loan policy over a target price farm program. When farmers and 
ranchers can obtain loans for their pro<luct8 at the cost of producing 
that product, it would let those farmers and ranchers obtain a fair 
price for their product at a minimal cost to the taipayers. This would 
stabilize agriculture prices on the same economic line as the rest of 
the economy is standing. 

In conclusion, the American Agriculture Movemmt within the great 
agricultural State of Washington, supports Senate bill 2626 and its 
concepts. 

The American Agriculture Movement within the State of Washing- 
ton urges this legislative body to adopt and pass this bill and to pro- 
mote this bill so it will be passed by both Houses of Congress and 
signed into law by the President of the United States. 

Thank you. 

Senator Hodqes. Thank you for an excellent statement, 1 appreciate 
it very much. I am just sorry that we don't have enough time that I 
can go into detail with you about it. 

But thank you very much for an excellent statement. 

Mr. Koed Griffiths of Idaho. I ask you to go ahead and start, 
please — thank you. 

STATEHEirr OF BEES 0. GRIFFITHS, WESTOK, IDAHO 

Mr. GBiFFirns. Mr. Chairman, my name is Keed O. Griffiths. I am 
from Weston, Idaho. I farm a second-generation farm plus some that 
I have purchased from three otlier sources. I farm about 1,400 acres, 
all dry land except 90 acres. I grow wheat, barley, alfalfa, and occa- 
sionally some com. I serve on the ASCS neighborhood committee. I 
am a graduate of Utah State University in JjOgan, Utn-h, with a degree 
in agricultural economics with emphasis on farm policy, I am a full- 
time farmer and have been for the past 25 years, I have three boys 
which I am encouraging to choose a different occupation, 

Idaho is a State tliat is quite diversified agriculturally. We are most 
famous for our potatoes. But we also produce sugar beets, beans, pears, 
poas, com, wheat, alfalfa, barley, onions, and many other crops. 
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I believe that S. 2626 is a great bill because it takes into (xmsidera- 
tion all crops — any group of producers can come in or out of this pro- 
gram by referendum vote. Some specialized or perishable crops may 
not want to be in this program. I have had good success witn mo^ 

ale esplaining the concepts of this bill. Our greatest critics seem to 
lose who don't understand the bill. I have gotten an eudof^ement 
in writing from our local Farm Bureau officers, also the grassroots 
farmers in the NFO, and Farmers' Union. The Potato Growers of 
Idaho's president also said he would like to have a pr<^ram such as 
thb so they could have a set-aside in potatoes. It seuns to me that the 
farm organizations at the national level do not represent the views of 
the grassroots American farmer. The American Farm Bureau is espe- 
cially guilty of this. Last March, when I was in Washington, D.C-, 
I, along with 12 other fanners (6 of which were Farm Bureau), 
called at the Washington, D.C. office of the Farm Bureau. We were 
told there, among other things, that we didn't have a problem with 
agriculture pricelevels. The six Farm Bureau members with me could 
hardly believe what they were hearing. I think they have all paid their 
last Farm Bureau insurance premiums. I got a similar reaction from 
a full-time Farm Bureau executive at the IState level. The thing that 
I would like to go on record for is this. The American Farm Bureau, 
though boasting of great membersliip numbers, does not in fact repre- 
sent out a sm^ minority of the grassroots farmers. In recent weeks 
Alan Grant was given credit for Being one of the very top influences 
on farm policy. 

This is a gross misjustice to the American farmer. How can we get 
a^ help from an organization that doesn't even recognize the problem. 
When I think of their cheap price and large market policy, it reminds 
me of a story of the enterprising young man selling his wares for $3. 
When congratulated on his sales, he said : "Yes, but I pay $3.50 for 
each item.'^The congratulator answered : "Look at the vomrae." I don't 
think that a market that is for less than the cost of production should 
be considered a market at all. I would like very much if the people that 
manufacture farm machinery would adopt that policy. 

I would next like to talk a little about inflation. We as farmers seem 
to get a lot of publicity for being inflationary. We get almost daily 
news coverage. Let me define inflation in the real sense of the word. In- 
flation is when prices advance faster than production. In 1948, net 
farm income was about the same as now, yet we are now feeding 63 
million more people. What does this tell the intelligent mind i Yes, 
farmers have m fact been very deflationary. We contmuallv increased 
our production and the prices received in some cases are the same as 
they were 30 years ago. The fact that we are the unorganized part of 
the economy has allowed this Kation's leaders to take advantage of our 
unorganized state and use us as their greatest tool to fight inflation. 

We need S. 2626 to tie our prices to the cost of production so we can 
sell like any other business for a cost plus price. May I submit to you 
that the basic rules of good business apply to agriciUture the same as 
any other business 1 

We all believe in freedom. Freedom conies from obeying true laws. 
There cannot be economic freedom if economic laws are violated as 
they have been in the fann programs of this Naticm. S. 2626 a^;ain 
obeys economic laws and yet leaves farmers free to run their bnsmess 
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on Uie principles of freedom as laid down by our Founding Fathers. 
We need such a bill. S. 2626 will do a lot to sbibilize prices within rea- 
sonable limits. This again is good to control inflation as drastic fluctua- 
tions in the market seem to invite others to jump on the bandwagon and 
take excess profits. An example of this is when farm machinery jumped 
34 percent in a little over a year's time when farm prices went up in 
1973. Machinery has taken annual raises ever; year since. If S. 2626 is 

Eassed and we tie farm prices to the cost of production, business will 
ave to blaze the trail of inflation, not the American farmer. 
This movement started much as the labor unions did. It was because 
the people in power took undue advantage of those who had no power. 
They got desperate, they were being underpaid. They had to organize 
to survive. It was a bloody war before they finally succeeded. I h(^ 
the American farmer wont be driven to such measure in order to 
survive. Let us hope and pray for some good long-term l^slation to 
solve this problem. The laborer is worthy of his hire and an honest 
day's work deserves an honest day's pay. I believe that S. 2626 will 
do what we need to solve these problems. 
Thank you. 

Senator Hodoes. Thank you very much. We are going to have to 
hurry. Thank you for your testimony. 

STATEUENT OF £. K. WHSOK, TJHIOKSALE, DTD. 

Senator Hodges. Mr. Wilson of Indiana, 

Mr. Wilson. Mr. Chairman, I thank you for the privilege of being 
here. I am going to introduce three copies here for the record, and l» 
brief with it and not elaborate on them. I am going to touch on — with 
your permission to have these in the record • 

Senator Hodoes. Yes, sir, they will be entered in the record in full. 

Mr. Wilson. I would like to touch on two or three subjects here. No. 
1, 1 support all the testimony that I have heard here today and yester- 
day with these farmers supporting S. 2626. 1 think they have done a 
magnificent job. So in brief that would be my repetition testimony 
also. 

And also, as the Congress and the Senators have heard this — I think 
they have done a finejmj on this Hill. They know the rules, they know 
the action here, and I think they are going to respond to this beyond 
our estimation. And I want to specifically call your attention to the 
consumer that is involved. They are 99 percent of them out there to 
me — 99 to 1. And my work across this country, as public relations, with 
full-time farming, has found that 1 out of 10 raises a little opposition 
to farmers having their fair share at the marketplace. Ninety percent- 
plus have told us personally for years and thousands and thousands of 
miles that farmers are getting ripped off; you deserve your fair 
share — we are glad to see you go to Washington — glad to gii farmers 
out in the front across this country and expose your plight. We feel 
highly elated over that. 

This Senate and the Congress on this Hill is going to have to reckon 
with our consumers, and when they do, because they are the voters, they 
will listen to their plea, because the consumer wants the family farmer 

*Sm p. S28 for th* tddltloiial material nibmlttcil br Hr. Wilson. 
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out there ; they do not want the corporation. They love the idea of S. 
2626 — w© at© providing storage and a reserve on the farms scattered 
clear across the United Stat«s of America, and will hdve a food supply 
there in case of emergencies, whether it's weather, whether it's a war 
effort. I have a copy here that is just recent nbout civil defense; a very 
expertise man here in Washington come out just last week — he has the 
headline : It will only cost $50 per person if the United States, under 
a civil defense program, to compete with Russia and China through- 
out the world in case of an atomic confrontation, would only cost $50 
pe r p erson to protect 93 percent of our population. 

what would he more advantageous than to have the S. 2626 into ef- 
fective legislation that would provide storage across this country of all 
of our major commodities for civil defense t That's what th©y stress. 

The consumer has lon^ considered our purchases from them — we 
buy at the rat© of $75 billion plus per year. Many consumers tell us, the 
farmers — we don't even have a yard, let alone a garden, t« raise our 
produce ; we need you out there ; we do not want the corporation, be- 
cause the cost will go tremendously high. 

It's been touched here about the foreign markets. There is no way 
that S. 2626 will stand in the way of foreign markets. Their prices 
over there have shown year after year if their price is high — they are 
still buying vigorously from the United States. And the thine that 
has stopped that is embargoes, because they are afraid we would run 
short in the United States, or some political pressure, or administration 
pressure. To set that aside, we would not los© foreign markets due to 
higher prices, in the judgment of the consumers that talked to us, as 
we visit with farmers and with other legislators — and look at the 
record in the past. 

Another thing that I would like to stress here just briefly — it has 
been testified here by many farm organizations in this hearing and in 
past hearings: let's get the Government out of the business; we don't 
want Government in the farm business ; it's a tragedy ; it's an evil. But 
I would like to call the attention of this Senate m these hearings — if 
that is the casej you. Senator Hodges, and the rest of the Senators in 
the Congress — it's time to go home. This industry of agriculture has a 
cross income in excess of $100 billion a year. We are spending $7fi to 
$80 billion a year. That is a large industry. 

So if the Government is not needed m there to pass legislation to 
keep it in balance, then they are not needed here for the national de- 
fense, because they are in excess of $100 billion. And you take many 
of the other national programs we have— the Government is full- 
fledged in them. I say we need the Government in this, and to pass 
S. 2626 to keep a uniform system, instead. of these tremendous ups 
and downs that have bankrupt farmers in the last year, 

I have fanned — this is my 38th crop — and bom and raised on the 
farm ; I have a son to follow me. And I am just going to give you two or 
three figures liere for the sake of time. In 1977 we had a tremendous 
production in the Indiana farms, had a million and a half pounds of 
wheat, ajid sold that at market price at 3 cents a pound ; $46,000, had a 
million pounds of No. 2 com — it's in the marketplace at 3 cents a 
pound; that was the market price, $30,000. W© had 750,000 pounds of 
soybeans, No. 1, 8 cents a pound, $60,000, for a total groes sale of $136,- 
000, and our expenses at the rate of $150 an acre gross for the cash and 
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depreciation alone— in $132,600, leaving only $2,400 under the 1977 
Farm Act that we lived under in 1977. 

I took the S. 2626 and replaced the prices from it, and that made the 
wheat go to 8 cents a. pound, under the S. 2626 formula, $120,000; a 
million pounds of com at 6 CMits a pound under the S. ^26 bill goee 
to $60,000; the 750,000 pounds of aoybeana would go to 11 cents a 
pound, $82,500, that's $262,000— subtract the same costs fr<Mn it, $32,- 
600 I would have net, before tajces, to return to investments and man- 
agBment, of $129,000 

Senator Hodges. I hate to slow you down, but we have only got about 
3 or 4 minutes, and we are going to have to close and this is tii» last 
day, and I would like to give Mr. Hamilton a chance. 

Mr. Wilson. That's mighty fine, I appreciate that. 

Senator Hodges. And we will put this in the record, and I apiM»- 
ciate it. I hate to cut you short, because I know you have come a long 
way. 

Mr. Hamilton, can you come on up, please, sir? 

8TATEUENT OF CALTIN HAMHTOK, INSIANOLA, MISS. 

Mr. Hamilton. Mr. Chairman, I will be swift. 

I am a farmer from the rich Mississippi delta, rich in soil ^pe, 
not in monetary means in the last few years. It's a little unique : I am 
also a CPA and a cost accountant, which gives me some insight into 
the problems on calibrating costs, 

I wish to testify that the fanners in fact need relief, that the 
administration's statement that the farmers are not in trouble is in- 
correct. It may be because the farmers themselves are unique, where 
land costs have increased, net worth and equity on balance sheets have 
increased, where in fact the farmers have lost money with their op- 
erations. Of course, Mr. Chairman, you must realize that the farmer 
must have his land to operate, and, of course he cant sell it and 
recognize the equity increase and continue to farm. 

ifoving right along, I agree with the roller coaster effect. Having 
farmed with soybeans at $5 or $8, it is very difficult to plan your opera- 
tion. My side profession, of course, dictates that I do a tremendous 
amount of planning. This last year, soybean seed and rice went from 
$7 to $10, depending on when you purchased the seed. That means if 
you planned m November for what you were going to grow, you had a 
very economical input into your costs. This is what we did. I had 300 
acres of cotton, and we switched to 500 acres of rice. Well, the rice 
price now — we are overgrowing rice, it's coming back down — we have 
sold some of it. 

So the roller coaster has got to be evened out and farmers have got 
to have some way of planning ahead and planning their costs for 
operation. 

Now, of course, the opponents of the bill argue about the determi- 
nation of the cost, and that is extremely difficult. In cost accounting it's 
very easy to calculate costs in everything but agriculture, because when 
you start putting in prices of land rent, management, and so forth, yon 
find different cntena in different parts of the country. Of course, if 
you set different price levels in different parts of the country, it's, of 
course, not equitable at alL 
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So I think this makes it a real problem. But I think the basic thinff — 
the cost — we have to arrive at stHne cost, even if it is a lover cost that 
I agree is in the bill ; I think these are the minimum requirements. For 
example, the total expenses per acre of cotton, $300.37, from the Delta 
expermient station 1978 cost^— without land rent. Let me quote — they 
also say : "These budgets do not include taxes, insurance, drainage, 
bookkeeping, pick-uptruck expenses, land rent, management or other 
overhead expenses." This is from page 1 of Budgets for Major Crops 
of the Delta in Mississippi, 1978. And to a cost accountant this is 
completely unsatisfactory. It would be just like saying for a manu- 
facturing plant we are going to take a portion of the overhead com- 
pletely out, take some of variable cost, and eliminate those and say 
we can manufacture an automobile for x number of dollars. 

So I think the economists and the people that feed in the costs do 
not have reliable figures — and even using their figures, at $300, and 
putting in $50 for land rent, you would have a loss situation in 60-ceiit 
cotton. 

So I think this is a very workable— as Senator Bumpers said, it 
may not be the best solution, but it is a solution. It shouldn't cost the 
taxpayers anything, and it allows the farmers to plan their activities 
over a 3-year period and not be caught in this up-and-down cycle. 

Now, of course, the question always comes up: Why not sell at $8! 
I have been there ; I have had the phone in my hand. But in April, 
when the beans are not planted, you hate to sell at $8 because you 
might be buying them back at $9-^1 have had t^iat happen, too. 

So if the farmer has some basis to return his cost of production 
and some period of time to market the crops, then I believe the roller 
coaster would be evened out and allow the farmer to plan ahead. 

One last comment about the ASCS difficulty with this bill compared 
to the present ^stem — as a CPA, with a master's degree in accounting 
and working with Internal Revenue regulations every day, the ASCS 
just confuses me completely. I think about the poor farmer that 
doesn't have the background in inteiyreting regulations. And I think 
under this bill the fanner would understand that he has a basic price 
for his commodity ; he can sit down in the fall of the year for the next 
year and calculate what he plans to produce ; data can be accumulated 
in the spring or early part of the year to determine if there are any 
excesses — and it is a very workable situation. It may not be the best 
approach, but it is a good approach and should save the taxpayers 
money wid allow tiie fanners to get oflf the roller coaster. 

And one last point, the inflationary situation. If the farmers do not 

fet on the inflationary train with some support in their cost of pro- 
uction — ^you have it for labor, you have escalator clauses for manu- 
facturers, for everybodv under the Sun ; even the postal workers are 
asking for increases, li the farmers don't get on the inflation train, 
then we are in bad diape. 

And one last thing. Some of the farmers think — of course, farmers, 
being basically independent, don't want any Government controls at 
all. I think in our complicated system, the Grovemment is in the pic- 
ture whether we like it or not, and they have got to continue to be in 
the picture. And this is one of the ways that the Government would 
help with the least control ovw the farmer's operation. 



)y Google 



180 

And one dosing point. On today's news I understand the TTSDA 
issued a regulation this moniing — ^im was on the "Today Slu>w*' — 
to have everyone in the USDA — it was a special regulation to insure 
that the regulations were in layman's language. They said it would be 
hard to implement because nobody could understand the reffulation 
that came out That was actually on today's news at 7 o'cio<^ this 
morning. 

Senator Hodges. I thank you verr mudu I am going to have to 
bring these hearings to a close, ana I appreciate very much your 
testimony. 

I want to thank the farmers and people who have taken time out 
of their schedule — and there couldn't be a worse time, in the spring, 
to ask farmerB to come. And we thank you for coming and being 
here. 

Tou made one excellent point — that is, that the issue is not ever 
going to be whether Government's in or out of farming. Government 
18 in fanning, and the question is whether they are going to have a 
direct bearing on you or an indirect bearing on you. And you are 
very naive, and the American Farm Bureau is naive, if they think 
that the Government is going to be out of farming. They are ntrt. Thw 
will hold either indirect controls over you, through assisting agricul- 
ture in other parts of the world — the threat of embargoes; or you can 
have some direct input into it. 

And I think that is what 2626 does. 

Thank you for coming. The record will stay open for 2 we^ for 
additional testimony. I raiow there are some other Seimton who want 
to put in testimony in a written form. 

But at this point we must adjourn the hearing. Thank you for 
co ming . 

[Whereupon, at 11:06 aju., the subcommittee adjourned subject 
to call of the Chair.] 
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Statkuint or Hon. Kameasteb Hodoib, Jr., A. U.S. Sbratob Taou Axkajkbab 

On March 2, 1978, Senator Dale Bnmpera of ArkonBaa and I introduced S. 2626, 
the "Consumer and Agriculture Protection Art of 1978". An Identical bill, H.B. 
11262, was subsequently introduced in the House by Congreaaman Ray Tboratoa 
of Arlcansas. liiese hearings are to elicit and develc^ testimony aI>out the 
prorislona of ttiia bill In the hcqK ot establishing its concepts as the guiding 
principle of future United States' aKricultural policies. 

The bill creates a comprehensive farm program which differs significantly trom 
the various farm programs currently In force. It la a new look at agriculture. And 
it was a direct result of the dire economic problems which beaet the agriculture 
sector of our economy In 1978. 

The years of 1977 and 1978 have seen the nation's farmers squeezed by low 
■farm commodity prices and relHitless coat increases for all kinds of prodnction 
Imputa. In the fall of 1977 and the spring of 1978, the farmers protested, terming 
loosely knit organizations which attempted to bring the fanner's plight to the 
nation's attention and which sent representatives to lobby for help In Washington. 

For a brief time, the farmers were anccessful. Although they never truly 
reached the public, the farmers succeeded In galvanizing the Congress Into ccm- 
Bldering legislation designed to ntillze existing farm programs to bring economic 
relief for agrlcnltnral producers. These successes were quickly turned into defeat, 
however, as the administration succeeded In utilizing a threatened veto with a 
largely successful public relations campaign to keep the proposals fr<Hn ever 
leaving Congress. A brief, limited relief measure was finally passed, but most 
producers consider It too little and too late. 

S. 2^6 was developed by the farmers who came to Washington during the peak 
of the so-called "Farm Strike". It was created as a realistic alternative to legis- 
latlve proposals calling for the mandating of parity prices by law, which many 
farmers regarded as unwarranted and politically Impossible. A group of farmers 
with no legislative or political experience got togeth^ and hammered out a group 
of Ideas which form the framework of S. 2626. It Is a farmer's bill, conceived and 
propounded by the producers of basic agricultural commodltlea. 

The bill has three major concepts. The first is loan prices which are to be set 
at realistic cost of production levels. A board of agricultural producers would be 
created to determine In public hearings accurate unit production coats Incurred by 
farmers in producing basic agricultural ciHnmodltleB. These loan prices wonld be 
comprehensive ; the basic Idea Is to cost agricultural commodities as Industry 
costs ont manufactured articles, with a charge included for the cost of land and 
a return included for the farmer's management ability. 

The second major concept is the use of extended loan t«rms to provide farmers 
with maximum marketing flexibility. Farmers would receive loan guarantees on 
commercial loans for periods up to three years. In the alternative, a farmer could 
receive a direct CCC commodity loan from the government <ai a non-recourse 
t>8siB for an unlimited duration. These extended loan periods will allow agricul- 
tural producers maximum flexibility in determining when to market their com- 
modities. In addition, such loan terms would render speculation in CMnmodlty 
futures mnch more difficult 

The last major concept is that of mandatory production controls. S. 2626 un- 
braces the thesis that our farmers' productivity capacity Is their own worst 
enemy — the nation's ability to generate huge surpluses of agricultural commodi- 
ties and thereby drive prices for such commodities below economic subsistence 
levels la the most tteralBtent problem plaguing our agricnltural economy. It is 
time that as a matter of policy this over-production be curtailed to yield farmers 
(131) 
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a measiire of Income secnrlty from year to year. The bill does this by attempUng 
to align prodnctioD with demand on a year-to-year basis, and Umlta prodnctloD 
by oee of acreage controls combined with penalties for noQ-complIance. 

Those are the major components of this legislation. It has other conoepta which 
I should mention very briefly : It establiehes a National Commodity Reserve of 
storable commodities, It reqidres that any quality or bealth standard ai^llcable 
by executive order, law, or regulation to domestically produced agricultural 
commodities shall be applicable to Imported commodities of the aame type, and It 
states that Imported commodities for which a domestic cost of production price 
1b established may enter the United States only at that price. 

All of these measures are to protect farmers. The cost of production loan levdA 
at extended terms and the mandatory production controls are to ensure that 
farmers will have enough Income from year-to-year to remain In prodnctl<m. The 
bill is further to help farmers escape the boom-and-bust cycle ot the present agri- 
cultural economy, In which the producers of one commodity may prosper only If 
the producers of another are sufTering. It is my hope that the floor price estab- 
Itshed at a rational average cost of production for each cranmodity wiU provide 
sufficient income to agricultural producers to allow them to escape the crushing 
debt under which they labor. 

Tliere are, of course, problems with this legislation. Any proposal of snch mag- 
nitude is suBceptlMe lu some areas to criticism. The loan levels being set at real- 
istic cost of production levels will mean that prices will higher than those of 
current markets. This will be Inflationary on a one-shot basis ; after the initial 
rise, the inflation in food prices will ke^ pace with inflation In farmer's costs. 
And it should also be noted that the figures which I propose as a realistic starting 
point and therefore, covering most farmers' cnrrMt costs are no higlter than 
farm commodity prices have been in the last three years. 

In addition, the volume to export sales In world markets will drop. ITie value, 
however, in dollar terms of these same exports will rise because buyers will 
be paying realistic and higher prices for such commodities. 

There are problems jH'esent. But this bill will do what It is designed to do: 
it will raise farm Incomes. And It wIU remove the direct payments from the 
Federal treasury to farmers and allow those pirodncers to receive their Income 
from the marketplace. 

'8. 2B28 Is co-^>onBored by Senator Orrin Hatch of Utah, Senator Frank Olkurdi 
of Idaho, Senator Jim Eastland of Mississippi, Senator Jame« Abourezk of South 
Dakota, Senator Fritz Hollings of South Carolina, Senator Warren MagnusMi 
ot WaahingtMi, Senator Jim Saseer of Tennessee, Senator Howard Baker of 
Tennessee, Senator Jennings Handolph of West Virginia, Senator Biich Bayfa 
of IlUntris, and Senator Sam Nunn of Qeorg^a. I would Uke to address briefly 
why these Senators have joined with Senator Bumpers and me to propose this 
legislation. 

At Its most basic levels, the current taim program estaUlshes a floor price on 
agricultural commodities at loan levels low enou^ to maintain our compellltlVe 
position In world markets for agriculture commodities, lliis floor Is too low to 
allow farmers to recover production coats, and so a "target price" is estabUshed 
by Congress. l%e target price Is supposedly set at a national average variable 
cost of production for each difFerent commodity. It also recovers part <^ the 
necessary charge to management and land use. A farmer receives a direct pay- 
ment from the federal treasury In the amount which Is the difference between 
the target price and the average of farm prices received by market saleo, or the 
loan rate, whichever Is higher. In this manner our agricultural produceiB are 
to be iM'Iced low enough to sell lu world markets while the farmer receives enough 
income to recover his costs. And perhaps the moat important result Is that do- 
mestic food prices are kept low, and thus this policy becomes the comer&i<«ie of 
the BOvermneat's war upon domestic inflation. 

I have many problems with this policy, both in theory and as it is api^ed, 
I shall, however, mention only a few. 

The first is that the target prices are under political contrt>l. They become 
political tools, manipulated to serve other ends than the farmers'. Thus tb^ 
have always been set too low bo serve their intended purpose — which is to give 
farmers' enough Income to recover coats. A necessary byproduct of political 
manipulation Is that such prices always rise much slower than the costs they are 
intended to meet 

In addition, the Idea of supporting domestic food prices at low levels to 
preserve export markets for domestically produced agricultural commodltiea la 
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suspect. It sounds nice In theory. But Its result is that American farmers SO 
broke subsidizing world consumers by selUng food at prices which drive the 
sellers ont of bualneesL The same farmers also end up subsidizing domestic con- 
sumers at prices which are too low — Americans pay less for their disposable 
income for food than pei^e of any other nation in the world. And In combination 
with too-low target prices these tow loan rates inexorably drive Armers out 
of business. 

Many people question whether farmers deserve any government BUiqwrt at 
all. These well-meaning critics ask whether or not It Is fair for the government 
to protect farmers from economic forces when other businessmen do not receive 
such protection. They claim that efSclency Bbonld be rewarded and that bad 
farmers should, go broke. In the end, the strong will survive, It is claimed, and 
the co^mtry will be better for It 

In addition, these people draw support from curr^it market prices for farm 
prodnctu. Farm commodity prices have risen somewhat recently, and some feel 
that this Is a sure sign that current polities are woridng. ^Hiere Is also a popular 
preceptlon that only a few young farmers have actually been in trouble of latc^ 
and that their problems are their own fault It is claimed that these few fanners 
decided that the high commodity prices in 1973 and 1ST4 would last forever 
and therefore rushed out to buy more land at high prices which th^ could not 
afford. Those prices had to fall and did. 

niere is some truth in these assertions. I submit, however, that these Ideas' 
Ignore the real problem. And that Is why the United States is steadily lo^ng 
its rural agricultural population. This loss Is moreover a direct result of pres- 
ent government agricultural policies. 

The current drafters of farm policy have decided that it is okay If farmers 
go broke. Tlte loss of a number each year is viewed as desirable, and current pro- 
grams seem to encourage this result. In l&n, according to Time magazine, the 
United States lost 4M,000 people from Its farm population. This figure repre- 
sented 5.4% of the total agricultural population, and projects at additional 
losses in lf>T8 are comparable. 

The United States Is apparently the only major Industrialized nation In the 
world which does not attempt to protect its farmers. Other nations have made 
the social policy Judgment that the steady loss of rural population is not a godd 
thing to have. When the rural population is driven from the farms to economic 
conditions, these people go to the cities and towns, lliey often become a burden 
on society, seeking jobs which don't eslst, thus entering the welfare rolls. 

Unfortunately this result is real. It may be documented. And It will continue 
until we as formulators of agricultural policy come to gripe with the stark fact 
tbat commodity prices are too low and that farmers are being driven bankrupt 
because of It. When enough farmers are gone, prices will rlae because there will 
be Just enough producers to make centralized production decisions. There will 
be little government may do about it. S. 2626 poses a question <d social policy. 
It proceeds on the assumption that a strong, viable rural population is neces- 
sary for the continued welfare of the nation. We should not accept the steady 
loss of agricultural producers, but instead should seek ways to provide enough 
agricultural income to arrest this erosion. That Is why we are here today ; 
to seek a ctmsensus that this should be done, and to create a record by which 
the proposals of S. 2^6 may be tested and strengthened. 

ScppLEUEnTAL STATEUEnv OF Hon. Kakeastbb Hodges, Jb., a U.S. Seitatob Fbou 

ASKAHSAS 

The American Farm Bureau Federation has dtoeen not to present oral testi- 
mony at diese bearings. They have, however, submitted written testimony and 
released a news statement concerning Senate Bill 2626. 

Upon reading that news release, dated May 19, 1678, it becomes ai^terent that 
Farm Bureau has not taken the time or the effort to digest the content of 
8. 2626. Indeed, statements made In regard to the bill constitute a misrepresen- 
tation of the facts. This lack of knowledge of the bill's provisions is ezempUfled 
in the Farm Bureau's charge that agricultural producers would be a minority 
of the Board of Agricultural Qovemors. The agricultural producer membeni 
total fifteen out of a total board membership of twenty-one. This hardly ctmstl- 
tutee a minority. 

The Farm Bureau news release attacks the formatlm of a Board of Agri- 
cultural Governors on the premise that such a board would became Just another 
layer of bureaucracy within the U.S.dA. I would like to say In respcoiae that 
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8. 2626 8peclflcall7 calls for the Board to be an Independmt bodr^wlth no 
dependence ap<») the Department of Agriculture. I am opposed to added bureauc- 
racy. But wlien the preeent system breaks don-n to the point where the Depart- 
ment of Agriculture is fostering a cheap food policy at the expense of tiie 
farmers — the very citizens which that agency was created to serve — then we 
can Justi^ placing some authority and dedslon-maklng ability back Into the 
hands of those people who must live under those decisions. In addition, the 
Fann Bureau's statement that S. 2626 would allocate the crops that farmers 
could plant Is again misrepresentation of the provisions of this bill. 

I now want to take Issue with the Farm Bureau's written statement to this 
subcommittee, dated May 22, 1678. I was very disappointed to find xtpoa read- 
ing their comments that the Farm Bureau had either not read the bill or that 
they had completely misunderstood Its intent. Neither of these two altematlTee 
speaks well for our nation's largest farm organization that shonld t>e dedicated 
to improving the lot of our grass-roots farmers. 

In several places the Farm Bureau's statement mentions marketing quotaa 
for various storable commodities — at no point In S. 2^6 are marketing quotas 
mentioned In regard to non-perishable commodities. The Farm Bureau states that 
they oppose the suggested program for government reserves, and that they 
favor farmer-held reserves. If Farm Bureau had carefully studied the bill they 
would have undoubtably discovered that the National Commodity Reserve which 
Is established by the bill Is a farmer-held reserve. 

One section of Farm Bureau's criticisms of S. 2626 deals with the problems 
that they foresee In our foreign export markets If this bill becomes law. The 
Farm Bureau says that In recent years the United States farm commodities 
have been extremely competitive in the world marketplace. This Is entirely 
true ; U.S. farm products have been competitive while the American fanner 
suffers economic distress. Is this what the Farm Bureau wants? A system where 
the United States farm' economy subsidizes foreign nations while our farmers 
sell their products at a price below what it costs them to produce that crop? 
Farm Bureau objects to placing any type of restrictions, such as S. 2S26 would 
call for, upon foreign agricultural commodities which are Imported into this 
country. I feel that Farm Bureau evidences a lack of sensitivity to the impact 
of Imports upon domestic producers. 

In short, Farm Bureau's Press Release and written testimony indicates a 
very shallow familiarity with the concepts and features of the bill Indeed one 
could assume that the bill had not t)een read. 



SxATBUEflT OF Hon. Jaue6 Abourezk, a U.S. SsnATOB Faou Sodth Dakota 

Thank you for this opportunity to express my views on 9. 2626, "the Consumer 
and Agricultural Protection Act of 1678". 1 would first like to commend the Chair- 
man and members of this Committee for the very able support you have given 
to the family farmer In this country. During the past several months, you have 
demonstrated your genuine concern for his welfare by your leadership role 
in attempting to have some meaningful farm legislation enacted In the face 
of stlft opposition from many quarters. I particularly welcome these hearings 
here today because they confirm the fact that this concern still remains despite 
the setbacks to some of the previous legislative efforts. 

It Is clear to me that, In the words of Senator Bumpers, 8. 2626 is a product 
of the "diligent eftort" of Senator Hodges and his staff. Senator Hodges' office 
Is only a few doors from mine and I have had the c^tportunlty to notice the 
large numbers of farmers that use his ofi^ce as a "base". I believe the Senator 
when he says that his bill is the product of "literally hundreds of farmers in 
do2ena of States". 

At the risk of appearing simplistic, I believe that today's farnler has twoliadG 
problems with the current farm program: first, be perceives an Inherent lack 
of responsiveness to his nerds because of a minimal amonnt of producer par- 
ticipation In Its formulation and Implementation and, second, he is receiving 
unacceptably low prices for his products, prices so low that even the moat 
efficient producer is not able to recover his costs of production. Both of these 
shortcomings must be redressed : the American family farm system of agricnl- 
ture Is the envy of every nation, but Its future Is bleak onlees a national food and 
fiber policy can be formulated that allows the farmer to recover his cost* of 
production. 
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Hie measure tbat is tbe eubject at dlscnssloa here today, S. 2626, offem a real- 
iatic apiwoBCb to thle problem. If adopted, It would go a long wa; toward 
[MrovldinK for tbe needed producer Input while establlahlng a mechanism for 
cost-of-productlon pricing In agriculture. The vehicle for upgrading producer 
participation would be a Board at Agricultural Qovemors, an entity that would 
be Independent of the Agriculture Department. Fifteen of ite 21 members would 
l)e "grass-roots elected" producers. The Board would have a variety of dutlea, 
tbe most Important of which would be the detennlnatlon and eatabUshment of 
tbe coat of production prices for all covered commodities. The Board would 
conduct a series of public hearings In order to determine the fair im>ductlon 
price, another means by which producer input would be assured. 

S. 2626 would be able to accomplish Its dual-edged objective and still benefit 
tbfl consumer b? putting an end to the destablllziiig shifts In food prices and 
by setting upper limits to prices by means of trigger levels for the release of 
commodities when prices exceed their cost of production Unlta. What's more, tbe 
farmer wouldn't be forced into a "a traitjacket" of governmental regulation. 

Tet another strongpoitit of S. 2626 is its broad Inclusion of commodities. Many 
objections were heard to earlier legislation that sought to remedy the income 
positions of producers of certain types of agricultural products while excluding 
others. This measure would not improve the prices of corn farmers at tbe eipenae 
of livestock raisers, for esample. Obviously, such an all-encompassing approaqb 
Is necessary if the program Is to be successful. 

There is no need for me to go any further Into the details of S. iM29. 1 am con- 
fident tbat each and every section will be closely evaluated during tlie course of 
these bearings. I support this piece of legislation because it has tteen well-thoi^t 
out and responsibly formulated. It has had the input of those who will be most 
directly affected by it and therefore comes to grips with the problems facing 
agriculture, a step that is mandatory if the problems are to be truly solved. Tlie 
crisis facing American agriculture baa not faded with the arrival of the new 
planttng season ; the more that we procrastinate, the more severe will be its re- 
percussions. I strongly urge tills committee to act favorably on this measure and, 
by so doing, establish the foundation for a strong and healthy family farm sys- 
tem In this country. 

Thank you. 

Stateueht of Hon. Bircs Bayb, a U.S. Senator Fbok Indiana 

Critical developments over the past year as well as the thousands of dedicated 
fanners who left their families and farms to lobby In Washington this winter 
made it clear that U.S. agriculture polides need reform. Senator Bumpers and 
Senator Hodges have done the nation a great service In proposing S. 262i3, an 
ac^ropriate long-term solution to many of onr serious farm problems. The Con- 
sumer and Agriculture Protection Act of 1976 would insure producers a voice 
in national policy decisions and would provide a fair pricing policy, expanded 
agricultural markets, and needed crop reductions. 

Foremost, S. 2626 would establish market price levels which are high enough 
to cover production costs and allow reasonable proQta for family farmers. The 
recent gains In farm Income are nowhere near the amount needed to make up for 
years of dismal prices. In terms of constant 1967 dollars, farm Income in 1977 
was at its lowest point since the late 60's and close to the level of tlie 30's. Early 
crop predictions indicate another large world grain crop and domestic surpluses, 
in spite of decreased production in a few areas. AnoCber price depresslm will 
most likely follow right tiebind. Hard times have already taken their toil on 
the nation's family farmers. The American farm population dropped fi.4 percent 
or about 450,000 people In 1&77. My home sUte of Indiana lost 2,000 farms. Al- 
though family farms make-up the baeklione Of American agriculture, they can- 
not sustain year-after-year of rock bottom prices. I fear the loss Of these farms 
which support so many fltie families and communities across tlie country. Farm- 
ers, who now compose only 3.6% of tbe U.S. population have worked long hours 
and made costly Investments to provide the country and the world with abundant 
high quality food. Threats of debts and foreclosure are certainly tetter rewards 
for their contribution. 

As always, farmers are caught In the price squeeze — they must buy at retail 
and sell at wholesale. Production costs are soaring. Tbe USDA peported that 
prices paid by fanners for production inputs for all of 1978 could average 6 to 
8 percent over last year. The price of land Jumped 9% last year to a nation-wide 
average of ftitO as acre. DuriiiK the 1978-77 period land prices rose 14-26% escb 
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year. Another startling example of skyrocketing Input costs is the price of trac- 
tors. In 1909 a John Deere tractor cost about {10,600 or approximately SytSS 
boshes <a wheat ; in 1677 the comparable tractor cost $23,200 or 12,020 bushels of 
wheat 

It is high time that the Congress work to ta^p restore economic ritality and 
Btabllity to the farm sector. One measure Is to provide farmers the same eco- 
nomic price and supply guarantees which are taken for granted in other areas of 
the economy. S. 2626 would Impose mandatory set-asldes of sufficient acreage to 
result in pricea to meet costs of production plus a return to labor, management 
and capital comparable to returns for similar inputs in other Industries. 

lAnother essential Ingredient of this btU and any serious agriculture recovery 
plan is a substantial Increase in farmer-held reserves to protect against domestic 
shortfalls and insure International trade stability. Although abundant food sup- 
plies exist now, the surplus Is exaggerated here because the U.S. now holds 
about 45 percent of the world grain suiq>ly. Poor weather could easily create food 
shortages In other countries. 

8. 2626 would commit the U.S. to active promotion of agriculture exports and 
It Is consistent with other market developments to aid agriculture. New energy 
markets for farm crops also should~ be encouraged to boost the demand for 
American farm production. With our present food surplnsee, we can afford to de- 
vote land to fuel crops and experiment with crops on land not traditionally cul- 
tivated. Surpluses of traditional crops and farm residues could be sold as an 
energy source — transforming wastes Into assets. New crops could be developed 
specifically for fuel crops like the guayule plant which grows in arid regions 
and yields a natural rubber or [terhaps new varieties of sweet sorghum in the 
midwest, 

Reliance on renewable enei^y sources such as farm crops would have man; 
favorable results — among tbem : better balance of payments, reduced dependence 
on fossil fuels, new rural Industry and employment, and higher fann prices. 
Bvery region has a renewable resource which could be used for energy produc- 
tion. For example, in Alabama a farmers cooperative la using com and encum- 
bers to make alcidiol fuel. Establishing new markets to use this potential In 
ever; state would insure the long-term economic success of agriculture, and rural 
communities could take an Important step toward energy Independence. 

These and other programs are the types of developments possible under S. 2626. 
It Is a well-concelved proposal to provide far-ran(^ng Improvements In agricul- 
ture. Of course certain aspects will require some changes or precise deflnltion. 
The composition, selection aud authority of the farmer controlled Board of 
Governors as well as the bill's Impact on International trade needs carefid atten- 
tion. The Senate Agriculture Committee must work out the powers and limi- 
tations of the Board and determine the best way to remove the present unfair 
advantages held by foreign producers without decreasing our foreign markets 
and while treating other domestic producers of alt crops fairly. I strongly sup- 
port the intent of S. 2826 and I am certain that the Committee can resolve these 
Questions. I urge the Committee to give quick and favorable action to S. 2626. It is 
a major step toward a productive and profitable American agriculture. 



Statbmeht or Hon. Dale BrupEas, a U.S. Sekatob Fbov Akkaitsas 

Hr. Chairman and members of the committee: During recent months the na- 
tion has become lucreaslngly aware of the crisis facing American agrl<niltare. 
Since January, both the Senate and the House have spent weeks conducting hear- 
ings on the status of agriculture and Its major problem : high production coats 
and low commodity prices. 

As you well know, the figures point out the disastrous economic results of the 
problem. In the last four years net farm Income has dropped from $S3 billion to 
$20 billion, and declining market prices hare resulted In an Increased debt load 
for producers that has caused bankruptcy for many. That debt load has risen 
63 percent over the past five years to an unprecedented Sli9 billion. 

As a result, more and more farmers are losing their livelihood and leaving 
farming. Although the migration from U.S. farms slowed somewhat In 1977, the 
farm population decreased more drastically in 1976 when 6.9 perceut, or 611,000 
people, gave up and left their farms. This Is virtually all due to high capital costs 
and shrinking profits as commodity prices droiq^ from their record levels of 
1&78-74. The farm population now stands at 7,806,000 which r^tresents only S.6 
percent of the U.S. population of 21S.9 mllUoo. These farm families live on 2.6S 
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million farms { 1978 estimate ) a decrease of 28,300 farms ( one percent ) from last 
year. For an overall flgure, the drop from 19^ to IdTS la eleven percent. In Ar- 
kanaas, the preliminary 1978 estimate is 68,000. Tbls level is aa<±anKed from 
1077, bat is a six percent drop over tlie ten rear period since 1009. 

These all too familiar statistics bave empbasized tbe need for Congressional 
action and given rise to dozens of bills designed to bring relief to a troubled In- 
dus try. 

On March 2, 1978, 1 introdaced 8. 2626 on beMlf of my distinguished colleague 
from Arkansas, Senator Hodges, and me. I honestly believe that the "Consumer 
and Agricnltural Protection Act of 1978" is the most sensible piece of le^slation 
introduced to deal with the problems of agriculture. It fs a representative bill, 
written by farmers from throughout tbe country and guided by the eiperiHice 
and dedication of Senator Hodges. 

S. 2626 is a comprehensive bill that goes beyond short term I^lalation and tbe 
Administration's farm policy. It Is designed to provide price and income protec- 
tion to farmers by addressing the problem at Its source of high costs and low 
return. I liave spoken with hundreds of farmers during the past six months, and 
am convinced that such a pr<«ram with provlsiona for higher loan levels baaed 
on the cost of production and production adjustments will provide eccmomic re- 
lief for the vast majority of farmers, regardless of the various commodities they 
'grow or the number of acres they farm. This can be accomplished without a drain 
on the Federal Treasury or a burden on consumers. 

S. 2626 provides a voice for all sectors of tbe economy : farmers, consumers, 
business, and labor. The twenty one member National Board of Agricultural Gov- 
ernors is Independent from the Department of Agriculture and will assure that 
the needs and interests of all groups are considered in setting farm policy. 

In addition to the Board, S. 2626 embodies tbe concept of a producer referen- 
dum, producers may either remove commodities from the programs or add new 
programs if that is the choice of the majority of the producers. Production ad- 
justments and a National Commodity Reserve will work toward balancing sup- 
ply and demand of commodities, stabilizing prices, and providing a reserve of 
food and fiber. 

One of the most important provisions of the bill lies In its loan ptognnx with 
the levels based upon the cost of production and an extended loan period. In de- 
termining the cost of production, the Board will bold public hearings, Just as it 
does before allocating production or marketing adjustments. This opportunity for 
farmer input will provide a realistic assessment of how much It takes to pro- 
duce the various commodities, 'niis "floor" under tbe loan levels will t)ecome in- 
creasingly important as the costs of land, fertilizer, machinery, and fuel continue 

Farmers may obtain a government guaranteed loan for up to tliree years from 
c<»Dmerclal lenders or a loan from the Commodity Credit Corporation with no 
fixed duration. They would be required to pay a competitive interest rate and 
remove a percentage of their cmnmodlties from the loan as prices rose. This 
mandatory release price would keep speculation at a minimum. In addition, the 
extended loan period gives farmers the opportunity to hold their commodities 
off the market until the prices rise rather than selling when the market prices 
are low. 

I proposed an extended loan period as an amendment to H.B. 6782, '"Bte 
Emergency Agricultural Act of 1978." The amendment was adopted, but deleted 
in conference committee. The Senate's original aM>roval indicates tiie wilUng- 
nesa to accommodate the needs of farmers In this area. 

The testimony presented by farmers during these hearings has shown strong 
support for S. 2626. Farmers are not seeking government subsidies. They are 
asking only for the OMwrtunlty to make a fair and decent living with some hope 
of controlling their own financial destinlea This can be accomplished through 
enactment of S. 2626, and, speaking on behalf of the bill's thirteen co-sptmsors, 
I hope that the Committee acts favorably upon it. 

n.S. Senate, 
Wiuhtngton, B.C., June 1, 1978. 
Hon., Eaheasteb Hodoes, Jr., 

Committee on Agriculture, Jlutrition, and Fore»try, XJ.8. Senate, ButteU Senate 
Office Bldff., Washington, B.C. 
Dkab SsnATOB Hodoes : Enclosed is a resolution of the Gibson County Tanne»- 
see American Agriculture Movement (AAM) which was sent to me in Kavpott of 
S. 2626, tbe Conmimer and Agriculture Protection Act of 1978. 
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PBOTEOITON ACT 

Many farmers and ranchers are now facing severe financial stress. Since 1974, 
farm prices have been seriously disadvantageous to farmers. 

In tbese comments, I accept the premise that farm prices are onacceptably 
low. There seems to be some sentiment to come to the aid of farmers, but hard 
decisions must be made In the face of lack of information and a lot of mlslnfor> 
matlon. 
Goal* of farm policy 

Id the past, agricaltaral poller has been dictated too macb by the political emer- 
gencies of the moment. A longer-term, more consistent approach is nrgmtly 
needed. As a beginning, we assert that there are several legitimate goals of farm 
policy. Among appropriate goals and purposes are at least the following.' 

1. Abundant gupplie» and reasonable prlcet to coim umer.— Surely as a nation 
we want to perpetuate the great legacy of abundance that we enjoy here. The vast 
productivity of agriculture has given us this Invaluable iKwidon. Farm produc- 
tivity has released the manpower and other resources from the farms so that we 
can enjoy the fruits of resource use In nonfarm pursuits, 

2. StaUHty of market <upplt«a and prices. — The extreme sensittTity of agricul- 
tural markets to shifts In supply and demand has led to risk and loss to producers, 
dissatisfaction of consumers, and reduced efficiency in farming and the food In- 
dustry. A reasonable task is to bring more stability to markets for food. It Is 
reasonable to insulate from short-term swings In supplies or demands, but not 
possible or desirable to maintain "normal" prices only by use of storage plana In 
the face of long-term burgeoning surpluses or enduring scardty. 

3. Income enhancement for farmers. — There seems to be some sentiment for 
helping farmers In thefr pUght of low returns to their resources used In produc- 
tion. The question Is complicated by some producers doing very well because of 
their great efficiency or low debt position or other factors, while many other 
fanners are for various reasons In danger of losing their equity. Serious argu- 
ments arise wltb respect to measures that would enhance the position of large tb. 
small producers and vice versa. 

4. Low cott for government agricultural programt. — Payments, food stamps, 
administrative costs, and other items may be a considerable burden on taxpayers. 
Added inflation may result. Most everyone would agree on the desirability of 
minimizing government costs. 

5. Preservation of freedom of choice. — The matter of individual freedom to re- 
spond to Incentives and the option to choose among alternative courses of action 
are fundamental issues. Certainly, economists use as a model of efficiency the 
notion of perfect competition. While this Is an abstraction that does not really 
exist, It is true that encumbrances or departures from perfect competition on the 
part of Individual entrepreneurs reduce the efficiency of the economic system. 

6. Aid to poor countries. — Most Americans find It acceptable and desirable to 
share the abundance they have with less fortunate people. The more difficult 
question Is bow this is to be accomplished. Is it by donations or subsidized sale, 
providing expertise to enhance their own system, or by direct financial aid to 
the people with which they can buy food or other items? 

7. Eaipantion of foreign markets.—The United States has had a balance of 
payments problem, especially since the large oil Imports have become common- 
place. Export of agricultural commodities has been a major offsetting factor. 
Farmers and the nation In total have a stake in market expansion. 

8. Provision of a storehouse for emergencies. — It would seem that as rich as we 
are and as capable as we are of producing large quantities that this nation can 
well afford to stockpile more than a few weeks' of basic commodities. We have 
tended to view these as burdensome in the past, and their existence has depressed 



• Teatlmony given at Senate Agrlenltaral Committee Hearings, May 22, 1B78. 

■Many of these are mentioned In Brandov, G. E.. "lanes In Food and Anlcnltnial 
Policy— Ad Evalnatlon of Policy Inatrnments", Paper preaented at National PaoUc Policy 

BdncftUon Conterence, Zion. IHIjioIb, September 16, 1676. Ai B — -■ ' "■ — 
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ceased for 13,600 with a comparable machine costiiiK 120,000 In 19T2 and reaching 
$46,000 in 1&T8 with other machinery reflecting the same cost raUoa 

Fertilizers, fuels, chemicals and other supplies needed have In many instances 
quadrupled In cost In the last few years. 

While these changes were taking place, the price that farmers have received In 
the last three years has averaged only 60 to 60 percent higher than they were In 
the flf ties and sixties and at the most have no more doubled. 

Faced with a perpetual debt with the need of cosigners on notes and very little 
hope for living standards comparable to Iiis city cousins, is U any wonder ttiat 
young men and women are fleeing agriculture. It Is much cheaper for parenta to 
send their ctilldren off to medical or law school than It is to help them get started 
in agriculture. 

The copy at S 2626 that I have was presented on March 2 and, with two excep- 
tions, should it be adopted would accomplish what we In Indiana have requested 
in HCR 38. [The resolution, HCR No. 39, follows.] 

In Section 14B. loans made on a specific commodity that la not part ot the 
national commodity reserve should mature undw, unless otherwise agreed to by 
the producer-borrower, one month prior to have set time of the like commodity 
the Hucceedlng year. 

In Section 21, the cost of property taxes on both the storage facilities, as well 
as stored ctHnmodity, should l>e taken Into consideration in determining storage 

In addition to S 2626, sometlilng needs to be d<»ie to prevent manipulators, sniA 
as the Hunt family in Texas and others, from cornering the market as has hap- 
pened In beef, sugar, soybeans and coffee in receat years and is appareatly bting 
repeated In the meat Industry now. 

State of InmAiTA Hodbe ConccBBEirT Besoldtioh No. 80 

A concurrent resolution memorialising the Congress of the United States to 
review the existing t&rm price support program and to develop legislation ttiat 
will assure the American farmer a fair portion of the Income earned by and 
through the products that he produces which represent a reasonable return on 
his labor and Investment 

Whereas it has be^ reported that more than twmty-flve percent of tanners 
and ranchers will be f(«ced to either liquidate or teflnance their operations thla 
year; and 

Whereas the coat of producing farm pn>dnct8 has risen drastically In the 
face of slow rising or declining farm prices ; and 

Whereas the people of America pay only sixteen and eight-tenths percent of 
their disposable Income for food while the people of other nations pay a minimum 
of twenty-eight percent of their income for food ; and 

Whereas the historic cost of food to the American consumer is r^ected by only 
a small perc^itage of the total final market cost charged ; and 

Whereas the American farmer and American agriculture are vital to the COQ- 
tinued growth and development of tlie economy of this Nation, and also to the 
World at large ; and 

Whereas the American farmer and American agriculture are vital to our 
economy and general welfare; Therefore, be it resolved by the House of Repre- 
sentatives of the General Assembly of the State of Indiana, the Soiate 
concurring : 

SEcnoiT 1. The Indiana General Assembly hereby memorializes the Congress 
of the United States to Immediately undertake a comprehensive review of the 
existing farm price support program and to dev^od l^slation that will insure 
that the American fermer receives an equitable portion of the total cost to him 
and the benefits of his labor which will represent a reasonable return on his 
Investment and encourage him to continue to provide an essottlal part of our 
continued welfare and prosperity. 

Sec. 2. That the Principal Clerk of the House transmit coides of this resolution 
to all membem of Congress elected and serving from the State of Indiana and to 
PresidNit Carter. 

QUs R. Bowen, M.D., Governor; Kermit 0. Burrous, Speaker of the 
House; Sharon Cummins Thnma, Principal Cleric; Donald El. 
Hume, State Bepresentatlve ; Llndel O, Hume, State Represent- 
ative; Woodrow Wilson, State Senator; Michael E. Gery, State 
Senator; Frank L. O'Bannon, State Senator; Robert B. Peter- 
son, State Senator; W. Wayne Townsend, State Senator; Rob- 
ert D. Carton, State Senator ; Morris H. Mills, State 8«iator. 
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ORITIQUI or BEHATB BILL 282e "COKSUUEB Ann AOBIOULTUmAI. FBOTEOnoiT ACT 
OF 19T8'" 

Many farmera and rancbera are now faclnK severe flnaadal Btreaa. Bince 1974, 
farm prices have been seriously dlsadvantaceous to farmers. 

In these commenta, I accept the premise tbat farm prices are tmacceptably 
low. There seems to be some sentiment to come to the aid of fanners, but hard 
dedslons most be made In tbe face of lack of information and a lot of mlalutor* 
tnatlon. 
Cool* of farm poUoy 

In the past, agricultural policy bas been dictated too much by the political emer- 
gencies of tlie moment. A longer-term, more consistent approach ie urgently 
needed. As a beginning, we assert that there are several legitimate goals of farm 
policy. Among appropriate goals and purposes are at least tbe followln£.* 

1. Abundant guppUeg and reaaonatle prioe» to contumer. — Surely aa a nation 
we want to perpetuate tbe great legacy of abundance that we enjoy here. The vast 
productfvltf of agriculture has given us this Invaluable position. Farm produc- 
tivity bas released the manpower and other resources from the farms so that we 
can enjoy the f rulta of resource use In nonfarm pursuits. 

2. BtabiUtp of market tuppUei and prlcei. — The extreme sensitivity of agricul- 
tural markets to shifts In supply and demand has led to rislc and loss to producers, 
dissatisfaction of consumers, and reduced efficiency In farming end the food in- 
dustry. A reasonable task is to bring more stability to markets for food. It U 
reasonable to Insulate from Hhort-term swings tn supplies or demands, but not 
possible or desirable to maintain "normal" prices only by use of storage plana In 
the face of loag-term burgeoning surpluses or enduring scarcity. 

3. Income enhancement for farmer*. — There seems to be some sentiment for 
helping farmers In their plight of low returns to their resources used In produc- 
tion. Tbe question Is complicated by some producers doing very well because of 
tbelr great efficiency or low debt position or other factors, while many other 
farmers are for various reasons In danger of losing their equity. Serious argu- 
ments arise with respect to measures that would enhance the position of large vt. 
amall producers and vice versa. 

4. Low o08( for government agriculluml programs, — Payments, food stamps, 
administrative costs, and other Items may be a considerable burden on taxpayers. 
Added inflation may result. Most everyone would agree on the deslrablll^ ot 
minimizing government costs. 

5. Preservation of freedom of ehotoe.— The matter of Individual freedom to re- 
spond to Incentives and tbe option to choose among alternative courses of actloo 
are fundamental issues. Certainly, economists use as a model of efficiency tbe ' 
notion of perfect competition, Wblle this Is an abstraction that does not really 
exist, It Is true that encumbrances or departures from perfect competition on tbe 
part of Individual entrepreneurs reduce the efficiency of tbe economic system. 

6. Aid to poor countries. — Most Americans find It acceptable and desirable to 
share the abundance tbey have with less fortunate people. Tbe more dUQcult 
question Is how this Is to be accomplished. Is It by donations or subsidised sale, 
providing expertise to enhance their own system, or by direct financial aid to 
tbe people with which tbey can buy food or other Items? 

7. Expansion of foreign markets. — The United States has had a balance of 
payments problem, especially since the large oil Imports have become common- 
place. Export of agricultural commodities has been a major offsetting factor. 
Farmers and the nation In total have a stake In market expansion. 

8. Provision of a storehouse for emergencies.— It would seem that as rich as we 
are and aa capable aa we are of producing large quantities that this nation can 
well afford to stockpile more than a few weeks' of basic commodities. We have 
tended to view these as burdensome In the past, and their existence bas depressed 
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prices. FerhapB an attitudinal diange is required to view a larger carrrover u 
being desirable. That whldi is ondealrable is condnaed bulld-ap after an adequate 
storehouse Is achieved. A storehooae is certainly constBtent wltb stability ; bnt, 
as It has been viewed in the past, it has been a setions depressant on commodity 
prices. 

9. Minimal adverse impact of oommodilv proirram* on other oommoditj/ pro- 
duoers. — It Is well linown that hlgh-reed grain prices are nndeslrable for live- 
stock feeders, at least In the short ran. Jt is essential that one program does not 
dlsrapt and throw other programs Into disarray. 

With the preceding goals in mind, I would docnmnit on particular provisions of 
SB 2026. It will be appropriate to mention each of several major aspects of the 

bia 

Coat of Production Price 

Since I was In graduate school in the late IHWa and early igWs the agricul- 
tural poll(!y analysts have been discussing the long-run excess capacity to pn>- 
duce agricultural commodities in the U.S. continuing indications have been given 
that agriculture would sufCer if production went unchecked. 

la Its dmplest form, the problem of unacceptable farm commodity prices is a 
problon of excess supply. Frequently, It has been asserted that the laws of sup- 
ply and demand are no longer working. Such Is not the case. The resulta of the 
working ot the laws are distasteful to some, but the system Is working. 

Consider the following simple characteriEatioa of workings of supply and de- 
mand in Figure 1. Assume that price pp Is deemed appropriate and acceptable as 
a goal for a particular commodity. Demand is depicted by DD, which Indicates 
that as prices decrease, the quantity taken by consumers will increase. Supply 
is SS, which suggests that as price rises or as price is expected to rise, producers 
come forth wltb a larger quantity of production. Supply and demand Intersect 
such that price Is Pi and quantity produced is Qi. Unfortunately, price Fi is well 
below the accepted goal 
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The reason for the coiuitry's acblevlng the excess snntly capacit; Is because 
of tbe rast productlvlly associated with Improvement in technologr. Seed, 
fertilizer, IrrlgatiOD, better tillage through mechanization and other related fac- 
tors have thrust American agriculture Into a situation not common to other coun- 
tries of the world. Efficient producers can continue to improve and lower costs 
of production to add to tbe capacity of the srstem. There are Ineffective brakes 
on this Kiant machine since producers bare no option but to continue to produce 
even more to try to cover at least tbe out-of-pocket costs of production, niere 
may be little or no income left over to cover Used costs such as Is incurred b; 
ownership of land or for otber costs already sunk. These costs go on whether 
production takes place or not. Thus, farm producers are unlike other sectors 
of the economy. It would be fooUsb to expect farm machinery makers to build 
so much machinery that prices fall and machinery manufacturers produce them- 
aelves into bankruptcy. Most sectors have such control Agriculture does not 
Because of this difference, many would Justify some program to stablise and 
support agriculture. 

Frequently, we have heard that farmers are producing their goods at below 
the coat of production. This has several possible Interpretations, depending on 
which factors are Included and whether we are talking about the most efficient 
or least efficient producers. 

It Is a misconception to Bui%»ose that a single flgure on cost of production Is 
applicable to all farmers. There are as many situations as there are farmers. 
In general, cost of production might be characterized as In Flgnre 2. Each dot on 
the graph represents the average cost of production for a given farmer for a 
spedflc commodity for a particular year. Of course, in reality there are many more 
producers than dots on the graph. 



Size of Enterprise 

FiGUBE 2. — Average cost of production related to size of enterprise 

There are many factors which affect costs, certainly size of enterprise la 
one of them. The general relationship can be characterized as the line LAC. Let 
us assume that the average cost value for all of these individuals is Ci. At this 
point, about one-half of the producers can produce at a cost less tban the average 
and one-half only at more than average. If it happened that the sale price was 
exactly at the average of all producers' costs, some would make money end some 
would lose. Some would want to Increase their business because of the bigb 
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profit potential aod others wonld want to get oat of the bncdneBS or make some 
other change because they were losing money. The important thing Is that any 
reasonable sale price will make some rich and some will become poor, If the 
price is bigb, more will become rich ; if it Is low, more will become poor. If sale 
price is established at a high level, then there are powerful laceatlves for man; 
to Increase production by many and diverse means. Some of these can be moni- 
tored and controlled while others cannot. 

A cost of production priw has been indicated in S.B, 2626 as B kind of sup- 
port or target price. With all of the problemB mentioned above, It Is perhaps 
woriihwhlle to list some standard data for a few areas. The Department of Eco- 
nomics, Utah State University, has a set of coat data for 1977 (see Table 1) 
for selected crops In Utah.' The data from U.S. Department of Agriculture In- 
dicates that farm costs have been inflating at a rate of 7.6 percent per year frMn 
1967 to 1B77.' Assume an 8 percent Increase to bring these values to a lt>78 
projected cost level. These values are found In the first five columns of Table 
1. 

In the last three columns of Table 1, the additional cost of paying for land is 
Included. The problem of whether or not to Include this Item Is difficult There 
la evidence that the Imputed rate of return on land is only 2 or 3 percent. But 
land prices continue to Inflate by 8 to 10 percent per year. There are various rea- 
sons (^Ited for this, which range from foreign conspiracies to take over our coun- 
try {which we think is not credible), to a sense of agricultural fundamentalism 
wherein people, who can afford land, buy it as a conanmptlon good. That la, 
some derive a sense of good from owning laud, even If it costs them. There are 
some tax treatments, both foreign and domestic, that provide some Incentive to 
hold land. But we assert that the main reason tjiat people continue to buy land 
and bid up prices Is that they have an expectation of making a profit For many, 
the profit can only be realized by a resale since the direct returns to farming 
land or renting it out remain low. 
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Certain problems arise In this situation. Young farmers find they cauiot buy 
land, farm It and pay out on their investment In many cases, the American 
dream of climbing the agricultural ladder to ownership Is thwarted. On Uie other 
band, if prices and Incomes are boosted to where there la a substantial return 
to land In farming, there Is some reason to expect a farther bidding up at land 
prices to where again there Is a low Imputed return to land. Much of the cod- 
tentiou on whether incomes and return In agriculture are adequate revolves 
around the question of how returns on the land Investment are handled. As an 
iUustratlon, assume as In Table 1 (hat Class 1 Irrigated land is seUIng at $1,800 
per acre (Classes II, III, and IV are assumed to be worth Sl,600, $1,300, and 
$1,100, respectively). On the Class I land. 90 bushels per acre of barley can be 
grown. Costs of production oQier than for land are about $1.4G per bushel. If 



■Davla. Lrnii H.. Staart H. RlchardB. and Hondo A. CbrlBtenwa. "Enteprlse Budgets 
for Farm and Ranch Flannlng in Utah", Economies Research Institute, Study Paper #77-7, 
Utah State Dnlversitj, Ausust 1977, IS pp. _ 

'VS. Department of A^cnlton. "Afilcnltonl Prices , n!a*liIiiKtoD, D.C., Jannuy ll>> 
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Interest on the land le 8 percent, the Investmeat CMt Is |144 per ftcre 
(1800x0.06). For eacb bosliel, the land charge would be |L60. What Is the coet 
of production of barley, tl.46 or $3.06 per buebel? What Is oar seal oa land 
ownership? Is It deBlrable to further push up land prices? These are unanswered 
questions. Certainly, there Is a ptAot that a young or beginning farmer mtut 
have returns to land In order to buy land. Oovemment rate allowances for 
regulated public utiilUee certainly provide tor a return to fixed Investment 
regardless of whether thrfr value Is Inflating. 

As further evidence on coet of production In the Western States, a Wyoming 
bulletin lists the costs of producing dryland wheat including a land charge aa 
tS.29, $3.77, *4.B8 for production oC 80, aS, and 20 bnsheU per acre, respectlTely.' 
These are valnes for 1075-76, These, too are subject to Inflation of 8 percent 
per year, or an increase to $S.8S, $4.41, and $S.80, respectively. The middle value 
of $4.41 would reflect the average production of 2S bushels per acre. 

In an Oregon bulletin, which also inclades a land charge, the 1076 cost Is cited 
as $4.03 per bushel for dryland wheat. Again applying the cost of lnflatl(»L to 
bring this to the current year the cost would be $4.72 per bnsheL' 

Comparison of these exampleB of costs, the current parity prices, and the 
cnrrent market prices for CMnmodltlee is In Table 2. Note particularly the dis- 
crepancy In grain prices and costs. Livestock prices are also a problem whhdi 
leads to the general attoation of low farm incomes. 



TABLE i.-COMPARISON OF COSTS, PARITY. AND SEUIHG PRICE FOR ELECTED COMMODITIES 
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In considering the cost of production basis for pricing. It Is Interesting to note 
the UBDA production costs by region and the related projections by Doane Agrl- 
cnltural Service. As an eiample, the following dsta in Table 8 are cited. These 
data are for hard red winter wheat. Similar relationahlpa eztst for other com- 
modities. 

TABLE 3.-PROJECTE0 HARD RED WINTER WHEAT PRODUCTION COSTS, 197t 

Ctnlral Southtm Northim 

CMtltiin Plilni Pliliu PbiM SwrthwMt 

CiMt p«r MM, udvdlniland t6i.« 171.47 $91.03 $t43.tt 

CsnwtlinddiimpHMra 32.11 2S.U 43.45 70.K 

YWdpwtcn(lM»h*). M.»-3e.« 21.1-a.l ».5-3i.8 ».t-63.i 

CmH ft biahri: 

Tsttl,ndildln|lM4 2.15-1.4S 2,(0-3.42 I.IM.IS t2t-1.42 

CirnfltlHitfPhirf*.pMbMM I. U 1. 12 1^« L» 

TmLltldMllll(U>d 3.27- 3. S7 4,02-4.54 3.J1- S.SS 3.44- J. SJ 

iMirM: DMHt' AirlMlUrd Ripett. ¥ol. 41, No. IG, pp. i, 6. Apr. 21, 1973 (Wntarn piflUmX 
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Perhaps, again the two most Important BBpects of this Information are tbat 
land charges are a large component of the cost of production, and that as other 
coats mar be lower, in a certain region land costs tend to be high. Certainly one 
would expect a producer to pay more for land where he could produce at lower 
cost. 

A final coment Is that government regulation of public ntilltlea certainly pro- 
vides for a return on land and other fixed aaseta. Inheritance tax provisions often 
force sale of land, bo that beginning farmers must pay for land whether or not 
the farm was in the family. In the current situation we give somewhat faTOrable 
tax treatment to nonfanners to go Into farming, but the price situation and gov- 
erment polio; la tmfavorable for a farmer to begin on hla own In farming. In 
summary, the question devolves to whether the policy should be to manipulate 
prices or Incomes to an amount above the marbet equilibrium or not. My Judg- 
ment Is that we must do so by seme means for stability and to protect a vital in- 
dustry. The problem Is how to do it most efliclently and equitably. With that we 
turn to the section on comments on production adjustment. 

PBODncnOK ANUSTMENT 

AUematives to Btipply Control 

The government could step la with price support payments to make up the price 
difference- This might Involve direct government payments to farmers. It may be 
identified ag a non-recourse loan at some target price. If the grower finds the 
market price below the loan rate, he turns the crop over to the government. The 
government thus accumulates a larger stock. The main objection is usually the 
government program cost and the complaint that the payments go to large 
growers. Furthermore, If price support payments (target prices, loan rates, or 
whatever) are raised significantly, the country faces the almost certain problem 
of unwleldly surpluses as well as continuing costly payments to farms. Another 
option Is to disregard commodities altogether and simply direct Income pay- 
ments to farmers. This is a lot simpler and no more expensive, but generally held 
to be politically untenable. 

The second option Is to work on Increasing demand. In Figure 3, D'D' repre- 
sents a new level of demand. At any given price, a larger quantity wiU be 
taken than before. The price Is forced up to the target at a larger quantity of 
use than formerly. The very great foreign demand tor grains In 1B73 was an ex< 
ample of the expanded demand and favorable price. Numerous programs, sncti 
as food stamps, school lunch subsidies, and other related attempts have sought to 
increase demand. These programs have met with only limited success, at best, as 
far as expanding farm markets is concerned. The basic reason is the inelasticity 
of the human stomach. Tlie vast majority ot Americans have ample food. Some 
diet changes would be advisable, but demand expansion is severely limited. More 
success has been had In attempts of expanding foreign demand. Around the world, 
bellies are not full, but the countries where people are hungry are the same 
places where they cannot afford to buy food. 
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FiocBE S. — Increased Demauil for Agricultural Commodity. 

Programa In the paet (Pabllc Law 480) have aought to combine demand exitao- 
alon with a price snpport program, SubBldlzed sales or gifts to poor countries 
were used to meet the twin objectiTes of feeding the starving and using up our 
own Burplnses. Interestingly enough, recipient countries have not always been too 
pleased with receiving commodities, even as gifts, because of the uncertainty of 
continued availability and the tendency for local agricultural systems to relax 
wben food Is not critically short. Other countries producing for cash export 
markets have also complained of dumping and price undercutting. On balance, it 
seems prudent to have a stocltpile wlilch can he drawn on for emergwicy dtma- 
tions for short-term disasters. Other forms of help, such as technical assistance 
and loans, seem more suited to tiie development process. Certainly, It seems useful 
to attempt to develop stable and eftectlve cash markets. 

A tUrd option for effecting changes In price Is to control sapply. In Figure 4, 
a'S' represents a new level of decreased supply. At any given price, a smaller 
quantity will be produced. Due to the relatively Inelastic demands for many 
agricultural commodities (that Is a relatively large change in price la associated 
with a relatively smaller proportional change In quantity), a small adjustment in 
supply often provides a substantial price change. Numerous efForts of voluntary 
supply control have taken place. Killing baby pigs, not planting part of the acres, 
dumping milk, etc. have seldom, if ever, gotten beyond the publicity stage. The 
reaeoca for the iiieffectivenes<j of voluntary actions He in the large number of 
producers whose financial capacities to withhold vary widely, whose commitment 
to a cause vary widely, and whose bankers have varying degrees of sympathy 
with the program but a certain Insistence on meeting the terms of loans. There 
- Juat Is not the Incentive to individuals to stick to a voluntary program whero 
others can stand to gain more than the wlthbolder if the non-participant goes 
rlglit ahead with full production. 
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FiGUBE 4. — Bednced Bupply for Agricultural Commodity. 

The Ck>nBervatloii Beserve, Acreage, set-aside, and otiier programs have sought 
to control supply. A major problem is Cbe teadency for poorest acresge to be di- 
verted or set aside, and water, fertilizer, and other production Inputs concen- 
trated on remaining acreage so that production Is not much afFected. Uost such 
programs have had a government payment for the land tahen out of production. 
Tliis has usually evoked adverse comments on "payments for not producing" and 
a general wave of antagonism. 

A further possibility for supply control is to control imports. This option has a 
lot of sympathetic supporters. The difficulty Is that restrictions on trade curb 
specialization and efficiency. Other countries cannot buy our products unless they 
sell US some things for currency. Some control of wide fiuctoatlons is at least 
warranted. 

The SB 2626 proposal Is for a set-aside that would control supply by requiring 
each producer to set aside a portion of bis acreage In proportion to the national 
potential production which is not needed. There would be no government payment, 
only the supply contraction would support prices. The government would Osly 
be charged with enforcing compliance. This would create some problems sncb as 
various schemes to cheat on the system. But, overall the system should have 
appeal to the Congress and others. Although consumers would be hit with allghtlf 
higher food prices, the govemmsnt program cost could be fairly small. Consumer 
costs will be discussed later. 

In review, the basic options for a solution to the problem are few. There can 
be government price or Income supports. Or, there can be demand expansion, or 
there can he supply contraction or producHon adjustment. There Is no magic. 
The government cannot, without cost, ma^e a declaration which cures the prob- 
lem. There Is no easy way out. There are some hard ways out. Basic understand- 
ing of the foregoing should help us to avoid these pitfalls. 

I would like to suggest a modification of the "production adjustment" feature 
of SB 2626. As the proposal stands, each producer would be required to reduce liis 
size of enterprise. So much of our system depends on large-acale operations, but 
higher prices would quite seriously hamper efficiency of production. The proposal 
would be strengthened by having a "banking" system. This would improve the 
efficiency by facilitating transfers of production cuts or production rights among 
farmers. Inefficient farmers could beaeflt by selling their production allocation 
to more efficient operators or to those, who might have a machinery o 



)y Google 



148 

exactly matched to tbeir acreage. Efficient operators conld continue to uae tbeir 
management and other resonrces to produce goods at low cost 

M7 recommendation Is that the Agricultural Stabilization and Conservation 
Service office In each county be authorized to facilitate transactions by acting as 
an intermediary among buyers and sellers. Bids and offerings would establish the 
price. Of course, tbls provision would require establishment or maintenance of 
a normal yield base to serve as the basis for transfer of production rights. In- 
creased freedom to choose the manner and size of operation would result from the 
banking scheme. 

The entire production adjustment provltdon does limit the freedom of farm op- 
erators. On the other band, grinding poverty Is an even more Berious constraint. 
My Judgment Is that a production management system Is advantageous to farmers 
and consumers alike, If there Is a long-term commitment It is necessary for a 
stable, viable food-producing system. 
Other general comment 1 

Farmers "degerve" 100 percent of pariii/.— There is Itasls In history, equity, or 
efficiency for this contention. The original party concept was to compare receipts 
from farming with costs of production based on the average levels of costs and 
Income for each commodity In the period 1910-14. RevlBlons have been attempted 
in the base period, but the problems remain. The methods of production change ; 
the economies of scale Increase in Importance and the comparison is no longer 
valid. A farm price of product and Inputs Is measured, but no mention is made of 
the greatly increased volume that a single producer can generate. And, parity 
ignores the changes In quantltiea of various inputs purchased by a farmer. Thus, 
they measure only a comparison of prices for an outdated set of factors of pro- 
duction and prices of commodities produced. Perhaps a more useful conc^t 
would be a measure of parity or equltabillty of Incomes per farmer with other 
occupations as of right now. 

An increaae of farm prices of SO to 50 percent kouU cause an inflation rate of 
6, 8, or 10 percent per year. — Some high-placed analysts bare made such state- 
ments. It seems Impossible. In the first place, an increase would be a one-time 
event Thus, it Is not a rate of Inflation which Implies a repetitive annual Incre- 
ment to the problem. A one-time rise In prices for farm products would result 
in the same expenditure by consumers buying fewer goods, or a larger expenditure 
to buy the same goods. 

This by definition la a price Inflation, but It la a one-time occurrence. Now, 
bow much would this one-time inflation amount to? Take the following figures. 
Assume a farm price Increase of CO percent The farmer's share of the consumer 
food dollar is about 3fi percent. Consumers spend about 18 percent of their In- 
come on food. Thus, with the price rise at the farm of 60 percent the appropriate 
estimate of Inflation (as measured by Consumer Price Index) Is 0,S0 X 0.80 X 
0,18—0.032, or a one-time 3 percent increment that would be attributable to a very 
large Increase in farm prices. If lack of competition In the marketing chann^ 
leads to larger food price increases being passed to consumers, these increases 
should not be attributed to the (arm price. 

There wovid ie a large decline in gross national product and widespread un- 
employment if farm price* were increased sharply. — Apparaitly, there has been 
a case of neglect or forgctfnlness by some analysts. Clearly, a boost in agri- 
cultural Incomes would result In increases In employment and in expenditures 
and investments by the farm sector. This Increase would be magnified by the 
multiplied effect of these farm Input suppliers making further investments and 
expenditures. Our evidence Is that farm sector expenditures multipliers are as 
bigb or higher than anywhere else in the economy. Thus, we would expect that 
decreases in economic activity due to a fall In expenditures In non-farm goods 
would be offset by an Increase in economic activity associated with agriculture. 
We should expect some decrease in economic activity because of higher farm 
prices and slightly fewer consumer dollars to spend on other goods. Bat, a 
reasonable price rise should not'provoke any catastrophe. 

Consumers object to any increase in food prtcea.^There are indications that 
consumers have a lot of sympathy (or farmers' plight. But the support Is limited 
depending on the extent of Impact on the consumer pocketbook. In l^ble 4, the 
results show general sympathy ; but when conaomer costs are increased up to 
10 percent, then the support wanes. Of course, any raise of as much as 50 percent 
at the farm could be expected to Increase food costs by more tbon 10 percent. 
According to our earlier calculations. It would be about 17 percent (0.00x0,80= 
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0.17). Of conne, the nsoal pattern Is for tbe maAeUng chaonela to tack on a 
constant percentage, bnt lack of a competltlTe arstem In the markettng can't 
' be aesesaed t|0 farmers. 



TABU4.-PUeLIC SUPPORT FOX RAISINS FARM PRICES DEPENDING OH THE EFFECT OH FOOD 
PRICE TO CONSUMERS 
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Sovm; Uuij Htnii a Asncilln poll oF 1,250 respotidHiti quoM In DoiiM'i Alricuttunl Mpod, nl. 41, HOl M 
Frt. 24, 1978. 

So tbe question of public support la met with a mixed reaction for an answer. 
Onl7 can it be said that agriculture seema to bave more support tban has been 
the caae some times in the past 

SOMK niTAL COMMEHIS 

A few things seem to be evident In reviewing goals and the nature of the 
problems and possible solutions. We would list the following : 

1. It would be pradent and useful to establish a stockpile which would not be 
regarded as burdensome surplus, but a» a useful buffer and insurance. This can 
be afforded. 

2. Farmers are in difficult;. Some worse than otbers ; a few ha-re no proUem 
at alL But, the general sitnatioa Is that they bare done tbeir Job ao weU for us 
all (and dne to the nature of the Industry), tbey have dug a pit for th^nselves. 
We assert that some help Is warranted to maintain a stable and lively industry. 

3. Various forms of help are possible. We think it advisable to minimise direct 
gOTemment payments while facilitating a mechanism of supp^ control. However, 
farmers themselves, because of their la^e number, cannot manage this in a 
voluntary way. 

4. The productive capacity of agriculture is too great to let It go unleasbed. 
Too many will suffer from the great burdens of overproduction. There will be 
too great a risk of tbe system's self-destructing. Agriculture cannot compete 
unfettered in an economy where other sectors can manage production. 

5. Demand expansion has little poteotlaL Continued efforts may be worthwhile, 
but this is not the basic solution. 

6. Parity Is a poor measure of equity to agriculture. It la not very useful. It 
seems evident that an Increase of price of agricultural commodities to 100 
percent of parity would create too urgent of signals for the system to produce 
more. Land values would be inflated. It would also cause consumer protest, 
altbongh tbe effect on consumer expenditures would be less tban some would 
liave us believe. 

7. We suggest a program designed to bring agricultural Incomes up only part 
way to wbat would be Implied by the advocates of 100 percent of parl^. An 
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Immediate sharp Increase all the waj to parftr would canse too much stress In 
tJie livestock ladiiBti7 ssd to consomen, and to fordgn maricets. 

8. Probably none of ns would choose to have even Infteqnemt setloas short- 
ages of food In preference to over-iwodactlon problems. IJet ns take atvropriate 
st^s to stabilize and provide for a rlaUe, loag^t^rm pradnctive agricnltnre. 
Leglslfttlon of help to aKrlcnltnre Is Immediately needed. 

[The following materml was sulmiitted by Frank A. C<»die,* doctm 
of accounting, Utah State University, see p. 36 for the oral statement 
ofDr.Ccndw:] 



■About tlw AnOor: At prMtat Shrank A. Cuidla li AancUte PiofeMor of Aeeoontinf 
at USD tWKhlni tax and uMUtliic. B* alao acti m coiunltMit for Duone A. Buker ua 
A«McUt«« — a tall CPA flim ■errliig dlenU in aorthera Utah and wratbem Idaho. 

Prior to comlns to DSU eltfit jeua ago he eompleted a doctorate dnriec la acconntlng 
at AilionB State unlTenltT'. Before that be was boilnew manaxer for the Charch Collese 
of Hawaii for 11 jean. He became a CPA 1b IMIS. 

He grew ap on faU famlb't 1,800 acre drr land farm in sortheaitem Franklin Cooato, 
Idaho. He aaeU t ed Id all the operatlana for man/ of tbe year* from IMO to IMT, and b 
leSS, took orer the aetlTe management of tbe fann. 
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B Fuel - MD Caterpillar tractor 4 T/2 gals./hr. $ t.40 per gallon 

6602 John Defre Harvester G gals./hr 9 1.40 per gallon 
Z1 0K trucks S 1/2 ^>g e t.4g per gallon. Refer Sch. B. 

C HaterlaU and Repairs - Eqjipnent, tractor, and harvester. 

Annuil Materials repair costs are estlnited to be 4 percent of reploceaent 
costs. Refer Sch. C and 0. 

D Other 

Fertilizer 

Application of anhydrous aaaonla by an independent operator at 50 
units per acre at S-ZI per unit. 



Spraying 
Spra 



I local flying service. 



JHscellaneous 

Includes control of noxious weeds, erosion, drainage, etc., and i 
estiKted at $4 per acre harvested. 



Equiiiwent and Harvester 

Annual depreciation m 
divided by 900 acres. 

Tractor 

JTrnual depreciation was estimated at 10 percent of current cost 
divided by 900 acres and then allocated to operations on the 
basis of hours used for each operation. Refer Sch. F. 

Other - Buildings and Pick-up Trucks 

Buildings (S percent), Pick-up trucks (20 percent) of cost divided 
by 900 acres and then allocated to operations on the basis of cost 
of operations before this cost. Refer. Sch. G. 
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HanroMi ng 

RodNeedIng 

HarroMing 

Drilling 

Truck" 

Harvesttng 

Hauling 
Same as 
harvesting 



US 




SCHEDULE A 
LABOR 


Rate" 


Total 


8.50 


3.060 




1.530 



Cost/Acre 

$ 3.42 

1.70 



2.12 
tl2.50 



'Acres per hour were estimated by the four wheat producers, averaged, and then 

divided into 900 acres (Refer also Sch. F). 

"Base rate $3.25 (A) $6.50 (B) 

FICA .19 .38 

Add't 251 foe 
greasing, fueling 
& checking tractor 
S eguipment .81 1.62 



"Tractor operator c 



I drive the truck. 



(B) Rate for skilled adult who needs no supervision. Competitive with 

construction and other work requiring skill in operating very expensive 
equipment. 
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Discing 




Harroidng 




Rodweeding 




Harrowing 




DrIlliTig 




HARVESTER 




TRUCKS 


Est. HUM 


Hauling 


3.*50 


OHlllng 


135 



5.B 



24 



.49 



Acras Coit/Acrc 



12 



*Based on the estimate that the Tractor D4D Caterpillar uses 4.5 gallons 

per hour at 40* per gallon. (4.5 x .40 - 1.80) 

**Based on the estimate that a hillside, 18 ft. harvester uses 6 gallons 

per hour at 40t per gallon. 

' Estimated average acres per hour (Refer also Sch. F) . 
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Harrows 


z.zoo 




6.000 


Drills 


10,600 



I (g) Repalrs/Oper. 



1 Estimated Value of Equipment - Refer Schedule E 
) Estimated annual cost - represents 4.0t of replacenient * cost. 
Includes repairs (parts and tabor] chain, shears, tires, etc., 
allocated to operations on basis of relative value of equipment. 



MATERIALS AKD REPAIRS - HARVESTER 



Harvester 2, ZOO (1) 900 2.44 

(1) Estlaated annual cost - represents 4.0t of replacement * cost. 



D REPAIRS - TRUCKS 



3.450 
3.565 



96.3 
100.0 



(1) Drill 4 1/2 trips x 30 miles - 135 Haul 115 trips x 30 miles - 3,450 

(2) 900 acres x 1 1/4 bu. * 250 bu/load • 4 T/2 trips 
9O0 acres x 32 bu. t 250 bu/load - 90 trips 

(3) Estimated annual cost - represents 41 of replacement * cost. 



'Refer Schedule E. 
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360 




41.2 


1,186 


Discing 
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20.6 


594 


(2 tiMs] 


140 




16.0 


461 
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8Z 




9.4 


271 


Orniing 


m 




JM 
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(1) Estimated hours to perfom operation - refer Schedule F. 



1 cost allocated to operations on basis of hours used. 



*R«fer Schedule E. 



Drill 



de, h- 

Truck. 2 Ton Ji/b«d 

Tractor, Cr«Hler (D4D] 

Equipment Shed (ei)i4Q 
X 14) 

Granery I Elevator 
(10,000 buihel 
capacity) 

Pick-up 

Total 



7,200 

6,600 


6,400 
8,000 


10 
10 


■ 840 

• 800 


1,800 


2,200 


10 


220 


4.800 


6,000 


10 


600 


9.600 


10,600 


10 


• 1,060 


48.000 


SS.OOO 


10 


■ 5,500 


19,200 


26.000 


10 


• 2.600 


60.000 


72.000 


10 


■ 7,200 


8.800 


13,000 


20 


• 6S0 


10.000 


9,000 


20 


■ 450 


4.000 


5,600 


5 


■ 1,120 



21,040 900 23.37 
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Plnring 

(Hxclng 

HirrtMlng 

■odweedlng 

Kirmring 

Drilling 



Factor" 
8.24 



ToUl 
Z.96e 
1.4S3 



3.30 
K6S 



^Average acres per hour estlMted by the four whMt producers. 

Start and finish piece - Includes 

Itorwl down tlae for repairs, getting stuck, etc. 

Travel to and from pieces 
Changing gears every 10 minutes 



"Factor 

Tractor depreciation (Sch. E) 7. ZOO 
* hours above t 874 
Depreciation per hour STUT 






OTHElt DEPfiECIATHW MID T«£S 






. Coit of Other Cost Per 
OPIMTIOH* Operation." _^ DSEiv Ac™ 


Taxes"* 


Cost Per 
Acre 



Rodmedlng 
OHIIlng 
Hirvestl ng 



.GS 


14. 


.74 


9. 


.91 


7. 


.36 


11. 


.JL 


30^ 


.9S 


100. 



"Other depreciation and taxes are il1ocat«d t 
of cost of operations before these tw> costs. 
and othrr aetbods could be used. TMs Bethod 



the Major operations on the basis 
This, of course. Is strictly arbitrary 
St least to the writer, seou to be 



"•Based on average of 13 per total acres (1,800) or $G per acre harvested (900). 
t Considered the aajor operations perfoneed by the wheat proihicer. 
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SCHEDULE H 
FERTILIZER 

Although several types of fertilizer are used In this area, the most 
coBHon Is anhydrous amonla. The usual application Is 5Z units per acre 
9 .ZO/unIt equal t10.40. 

SEED 

Seed Is estimated at H.SO per acre based on the followtng: 

Wheat 2.60 

Cleaning .80 

Treating 

JIOT 

* \ rn* '" ">Vacre) 

SPRAYING 

Spraying for weeds In the spring is usually done by a local flying service. 
The current rate Is (2.75 per acre. 

MISCELLANEOUS 

This includes control of noxious weeds [Canada thistle, anrnlng glory, 

etc.) erosion control, drainage control, travel and other and Is estimated 

atS3>600 (SZ.OO per total acre or t4.00/acre harvested) 

Noxious weed control Sl.OO/acre x l.BOO-tI.eoO (1 gal. Tordon $60) 
Erosion control 1.00/ 1,BOO 

$2.00 13.600 

INTEREST 

Interest on land utilized for the production of wheat in Franklin 
County was valued at tSOO per acre and an annual Interest rate of BS was 
used with this value. 1.800 acres x 300/acre ■ 540,000 x 81 - 43,200. 

Interest on equipment was calculated at 121 of the following fonnula: 
Total equlpwent cost ^^ 101 salvage value x interest rate 
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How TO FiGDBE Cbop PKODUcnos Costs 
[B7 rrank A. Condle] 

According to a tJSDA report, growltig a bnsbel of wheat In 1974 would have 
cost as much as |16.6C In a low-yield area of the high plains of Texas, or as little 
as Sl.ee In the tilgh-y leld wheat belt of Kansas. Both of these figures include use 
of land at its high and low acaulettlon «>sts. 

A recent study at TJ8D shows that raising a bushel of dryland wheat In 
southern Idaho costs an average of 94.14. 

The components of that cost (illustrated in Table 1) are Just abont as andl- 
cable to other crops as to wheat They are classified by type of farming opnation 
as well as by type of e; 
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Most farmera consider their direct costs for labor, fuel, r^ieirs, taxes, and such, 
ns fixed. That is, regardless of crop or yield these costs have to be paid. The de- 
preciation cost for replacement of equipment Is also considered fixed. In the sbwt 
run, however, a fanner can consider It variable In that existing equipment can 
be kept operating beyond Its norma) life, thus postponing replacranent. The Inters 
est cost Is also fixed, but if the land and equipment are owned, the interest Is 
not an out-of-pocket cost. It still mast be considered, though, since the owner has 
forgone an opportunity to invest the money (value of Lhe farm) In other 
Interest-earning ventures. 

A revealing figure in Table 1 Is the Interest cost of $2.18 (.53 + {11.60) per 
busheL This equals 61.4 percent of the total per bushel cost. Such financial reali- 
ties demonstrate why It Is virtually Impossible under present conditions to pur- 
chase a farm with its attendant equipment and make It pay. By contrast, If the 
property and equipment are Inherited, Interest cost Is avoided and some years of 
low yldda and low prices can be sustained. 

Fanners looking for ways to develop more accurate information on th^ crop 
production costs can use Table 1 as a guide. Interest and depreclatl<Ht on equiiK 
ment can be lowered by nsing the equipment longer. This, of course, generally 
results In higher maintenance costs, but usually not in the same proportion. . 

Those wanting to lower their direct costs can only do so at the risk of simul- 
taneously lowering their yields by such measures as cutting down on fertUlser, 
foregoing control of noxious weeds, etc. 

In some years, some crop fanners earn sulwtantlal incomes. However, during 
these good years much of the money has to go into upgrading eqnlimtent. This 
can amount to a very sizeable figure (Table S). These costs are up neariy 100 
percent over the past six yean. 
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TaUe 3. Schedule of Equipment (1975 Prices) 



Description 


No. 


Total Cost 


Plow, 6 bottom 8' 


2 


$ 7,200 


Dl*, 14- 


2 


6,600 


iiarrows 36' witli cart 


1 


1,800 


Rodweedet 30' 


1 


4,800 


DtUl 14' 


2 


9,600 


iiatvestei, hillside IS' 


1 


48,000 


Truck 2 Ton w/bed 


2 


19.200 


Tractor, Crawler (D4D) 


2 


60,000 


Equipment Shed 


1 


8,800 


Granary 


1 


10,000 


Pick-up Truck 
Total 


1 


4.000 


S180,000 



Table 2 illiutratea the yield and price comblnatlonH needed to recorsr all of 
the costs meotKHied In Table L 

The TJ8U study shows that in I9T5, for an average SO-boshel crop of wheat, a 
fanner would need to budget a minimum of t2.M per bushel to meet his noraial 
direct depreciation and interest on equipment costs. Any price above |2.64 would 
begin to return to the farmer Interest on his land, and he receives an 8 perCMit 
retnm only when (and If) the price reaches %iM. 
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SvTPLEUiHTAL Statshrit ot L. A. DAvmsoN, Indiaola, Hibb. 

8. 2626 wonld sire farmerB a *elilcle to connter nnsabstantlated coDtendona 
that BCHne economista and UBDA ofBdala freqaentlf A&vtiop to Influence legis- 
lation and regiilatoT7 dedsltMu that disrupt the practical farming Indostry to 
an alarming degree. 

Recently tbe DSDA poBlUon bas beoi that a rise In food and fiber prices re- 
ceived by farmers wonld seriously elevate consomer prices and strongly In- 
crease InflatlMi. TbiB haa been proven to be a fallacy In recent years because 
draatlc reductions In prices rec^ved by fanners bas failed to reduce consumer 
prlcea. In most Instances, consumer ivlces rose even though the farm prices were 
reduced as much as 00 percent "nierefore, Inflated prices to consuaers are not 
the result of prices received by farmers or OCC backed loans. It Is a proven fact 
that the farmer receives only a small part of <Uie food and fiber d<dlar that a 
consumer spends. The USDA contends that landowners would reap the major 
benefits from a commodity price Increase. Nothing could be further from the 
tmtfa. The famm renting land would be the first to benefit and his sorvival de- 
pends on a price Increase In the near future, The landowner can borrow money on 
his land and stay In bfudness as long as the lending agmdee Increase the value 
of his collateral to cover Us losses. 

A USDA position Is that farm land prices wonld escalate If commodity prices 
rectived by farmers increased to reflect the cost of proihicticm. Land ^ce In- 
creases over recmt years are largely a result of monetary policies and interna* 
tlonal political sltoatliHU rather than q^ilrallng commodity prices. Land prices 
would have been decreasing for the last few years if they were directly related 
to prices fanners receive for crops. 

Of all the serious consideratlcHis resulting from the pree^it cost-price squeeie 
on farmers, the most catastroirfilc are the perman^it loss of our soil, soil fer- 
tility and permanent productive capability plus the loaa of the irr^ilaceable 
ptmeat day farm operators. 

Farmers cannot properly rotate, fertilise and follow good soil conserving 
practices while they are frantically trying to realize maximum Incon^ to pay 
high mortgage and other production costs. They are coltivatlng sl<^ng pasture 
land cMitlnuonsIy until erosion and other deletion forces complete rain the 
land for any [HtMluctlve use. 

Under preset laws and USDA regulations, farmers cannot use land solely for 
purposes to which It Is best adapted, nor can they follow fertillaatlon and col- 
tural practices conducive to maximum production over an IndeAnlte period. Our 
streams are carrying more of our soils and Bofl material to the ocean than evtx 
before In America's history. Farmers cannot survive and Invest fn the future 
wbea the battle for existence Is so overwhelming and Immediate. Their only 
altematlTe Is to accept bankruptcy or seek another occupation for which they 
are not trained or prepared. 

The agricultural pMential for succeeding goierations Is bdng drastically rfr 
duced every year the present situation exists. This action is Irreversible. 

Anoither irreversible action is the loss of operating farmers and their children. 
Tuna operator development Involves several Intangible, non-substltutlve factors. 
Colleges of Agriculture and directives from the Secretary ^ Agriculture can- 
not Imbue the knowledge, Incentive, adaptability, reasoning acumen, and the 
mass of stored Information nnconsdoosly ingrained In one who qi^ids his 
formative years exposed to farm operatliHiB and the multitude c^ comidex de- 
cisions that farmers face daily. Ko education course supplants experience in the 
management and operation of today's highly apeclaliaed complex farm opera- 
tions. Modem operations Involve api^cation of a wide spectrum of sdmeas 
ranging from chanlstry, biology and medldne to complex industrial mechanics 
and very sophisticated politico-economic considerations Omt nuist an be tmwerly 
evaluated, Integrated and programmed. 

We have no surplus of farmers nor can we go to the emidoyment agendes and 
fill any needs that arise In years to come. New Tork Olty, San VmatiUKO, De- 
troit and New Orleans employment agencies could not provide an Individual caps* 
ble of operating the average farm in our area. 

The age of the average American farmer Is Ct8. That figure guarantees an im- 
mediate, significant deiparture rate caused by death and retirement without the 
Impetus from Increased stress, strain and exertion resulting from present cata- 
strophic conditions. 
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Kettber America, nor the world can alTord a ciHitlnntttl<»i of the raidd de- 
terloratioii In the reeeirolr of prodncUve farm land or the pool of farmers. Tt» 
Sahara desert, much of •Oa Mld-EtaAt area, anA other regitwe of the world attest 
to tlie Irreversible nature of natural resource destractl(«i. Immediate action la 
necessary to save oar jM'esent food and fiber operatloa from certain dlaaater. 
8. 2626 offers tbe best vehicle for a viable, stable farm program that has hem 
presented slnoe I started farming 30 years ago. 



[The following material was supplied by Mrs. Espy, see p. 101 her 
oral testimony.] 

(Beprint from Ameiietn Axrlenltnra Ncwi, Hu. 28, 1B7S] 
Who CoRTBOLa Oauir? 

Nlta O. Bobbin, Blgfork, Montana, fumiahed ns with tbe following rundown at 
the major grain companies, which cootittl 80-80% of U.S. sported grain. 

Caboill, Inc. — Headquartered la Minneapolis, controlled by the Cargill and 
McMillan families, who own 8Q% of Its shares. Believed to be the largest ^• 
vat«lr owned Amerlcaa company. Tridax, its European snbsldlary, is so large that 
by ItseU It ranks as one of the worlds largest grain firms. GarglU trades In grainy 
produces animal feed, vegetable oils, maaufacture« steel, mines satt, and aeiia in* 
surance. It has 00 domestic ofilces, 100 levators, 88 tetminala, 2,000 tall cai% 
5 ships, and is the world's largest soybean processor. 

Continental Gbain CoupAnr.— Originated in Belgium in 1813. Headqnarten 
In New York City. Moved to the U.S. as Hitler swept across Europe. The Prlbmirg 
family owns 90% of the company shares. World's largest grain firm. Acts as ex- 
clusive agent for Australian Government In selling to South America. 

Cook Industbibs. Inc.— Headquartered in Memphis, Tennessee, now acquired 
by Pillsbury, Minneapolis. The only Public corporation among the top 6, with the 
Ci>ok family owning 80% of the company shares. Cook switched from cotton In 
the early ISeO's. 

BuHQB GoBPOBATiOR. — OfBces In N.T. City and all over the world. Its stock la 
held by a holding company In Curacao, Netherlands AntlUes. Established in 
Argentina, 1884, and Is Involved In commodities, finance and sblKilng on every 
continent 

Louis Dbktfdb Cobpokatidn .—Headquartered in Paris. A conglomerate run by 
two conaina, Jean and Pierre Dreyfus, with Interests in banking, real estate, and 
ahindngi as well as commodity trading. 

The U8DA, intimately associated with the grain firms, does not bedtate to 
furnish them Information on planting Intentions, current crop statistics, and 
prodnction figures gained by the USDA. Is the USDA operating with the best 
Intentions (or the fanner? Or Is It working band In glove with the big grain 
companies, several of which are mostly owned by for^gn Int^eets. 

[Beprlnted from the Til-Stats Livestock Hem, Apr. 32, IBTS] 

CoHOBESB Asked fob Bzpobt Action 

Wabhinaton, D.C. — ^The American Farm Bureau Federation asked Congreaa 
to take prompt action on legislation to enhance the D.S.'s agrlcnltnral export 
position and to support multilateral negotlatioas aimed at Uberallzliig restric- 
tive trade barriers. 

Elton R. Smith, president of Michigan Farm Bureau and member of the 
AFBF board of directors, threw the full support of the organisation's 2.8 mil- 
lion member-families behind tbe Agricultural Trade Act of 1978 (H.B. 104S4) 
and the Agricultural Trade Expansion Act of 1977 (H.R. 10377). 

He testified before a House Agriculture subcommittee. 

Smith pointed out that American farm exports totaled ^24 billion last year, 
which equals about 2S percent of all cash receipts from farm marketings. 

Saying that each dollar earned by the farmer through exports genmntes an- 
other 11.83 for the U.S. economy. Smith estimated the total Impact on American 
boslneBS activity last year at SCO billion. 
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What A Bushxl of Whiat Buxa Todat 

If the average wheat farmer Is In the same kind of squeexe as Deljnn Peter- 
son of Kimball, Nebraska trouble down on the farm Is serious Indeed. 

Peteraon took tbe trouble to talk with varlons merchants about price hikes In 
recent jeara, then added his own table on how mnch some of these itrans wonld 
cost if they were being paid for In bushels of wheat 

He started with real estate taxee on his land. In 1901, he says, taxes on one 
section of his land were 9438. Ten years later they had more than doubled and 
in 1977 they had more than trijded to $1,498.17. 

How to pay for It In wheat? Well, back In 1978 when his wheat was bringing 
98.03 a busliel. It would have take 436.&0 bushels to pay taxes on the section. In 
1977, with wheat bringing him {1.98 a bushel. It wonld have taken 7G4.40 
bushela to pay the taxes on the same sectipn of land. 

Other prices went along with taxes. Freight rates per bnshel nearly doubled 
from 1967-77. Storage rates rose from ^ cent per bushel to 2 cents. 

A tractor that had cost |10,6(» in 1960 is now f23,O0D or 8,466 bushela <a 
wheat in 1969 against 12,020 in 1977. 

Back in 1972, a 6-bottom 16-lncb plow cost 91,6S0 or 661 bushels of iriieat To- 
day It's 94,625 In cash or 2,344 bushels of wheat. 

Fertilizer that cost from 966.60 to 9105 a ton In 1972 now ranges from 9118.06 
to 9200 a ton. It would take about three times tbe number of bushels of wheat to 
buy It today over 1972. 

A gallon of 2-4D herbicide has tripled in price since 1970, now bringing 9& 
a gallon. Aerial spraying la up from 91.86 to 92.26 an acre. 

Need a grain drill. In 1970 it was 91.148 cash or 628 bushels of wheat Today? 
93,000 casb or 1,644 bushels of wheat 

A combine for your harvest? In I96S a combine with gas engine, no cab and a 
19-foot bead was S8,S0O or 3,284 bushels of wheat Now ^ Essentially the same 
combine is 930,800 In cash or 16,958 bushels of wheat 

How about a grain bin to store the wheat? One that will hold 6,860 bushels, 
maybe? In 1970 It was being sold for {1,596, but today it's more than doubled 
at 93,276. Figured In cost per bushel of the capacity, It was 27.2 cents in 1970, 
compared to 56.8 cents in 1977. 

A [dckup that was 93,704 In 1967 is now $6,664. 

A bag of ready mix concrete that sold for 912.66 In 1969 Is 930 today. 

LP gas that cost 11.8 cents a gallon In 1970 Is dow 38.9 cents and dlefld 
(No. 2) followed suit at 14.8 cents and 44.8 cents in 1970 and 1977, respectively. 

If you want to have your underprlced wheat custom harvested, it would have 
cost 914.60 an acre back In 1970. but 934.12 an acre In 1977. 

It even costs you mope to get the bad news about farm prices. In 1971 a 
year's subscription to a newspaper was 917, compared with $42 in 1977. 

If all this worry about tbe cost-price squeeze puts you in the hospital, you'd 
have been better off to have gone back in 1973. Tbe wheat equivalent was 10.89 
bushels per day. In 1977 you'd have been charged 36.23 bushels. 

About the only necessity on the farm that didn't go skyhigh during the period 
from 1969 to 1977 was electricity for the Peterson home. Peterson's bill for 
household electricity was .0223 cents per kilowatt hour In 1960, but it edged 
up slightly to ,0235 cents a kilowatt hour In 1977. 

And, finally, let the record show (again) tliat while the prices Peterson and 
other farmers paid donbled, tripled and more, the prices they got for their wheat 
moved steadily downward. 

During most of 1973, the wheat price held pretty steady at the Elmball County 
Grain Co-op at 93.03 a bushel. It made a Jump to 93.86 a bushel In February, 
1974. then dropped more than a dollar a bushel beginning in February 1976. 

By February 1, 1976, It was down to 92.66 a bnshel and from Febmary 1, 1977 
to the end of the year It stood at a very uneconomical 91-03 per bushel. 

Moral? We suppose tbe farmers are the only businessmen who allow the 
prices for their products to seek their own level, white others are in terms of 
tbe economist, "managing" their prices. 

Wlty? Because the American tanner has never been able to get together with 
other farmers to do something about It Worse, he has not used the best vehicle 
at his command to ke^ prices above the breakeven point — his local farmer co- 
operative — reprinted fran Bnral Blectric Nebraskan. 
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Tbe U.S. Benate Foreign Bdatlons Ckmuuittce Taeaday rcvwted the profxiaed 
United m&cdom Tax Treatr (E:zclnBtTe K 94-S) to the fall Senats and then 
were indlcaUoiu at presB lime that ^^ipooenta would aoA to sneak the Ti««tT 
OinMich the Senate next weA before termen <4 the nation became aware of a 
danteroos provlBion, Article 0(4). 

Article 9(4) would have the effect ot encooragiiic foreign tQiestment In U.S. 
farm landa and would tie the haute ctf state Income tax deiwrtmenta ao that 
malUnatloBal 4^ grain and other firms would be able to eaope on estimated 
ISOO mllUon In InciMne tax liabilities, diiAlnc the burden to other taxpaywa. 

Senator Frank Ohiindi (Idaho) tried nnsnccessfullr In the Soiate FM^gn 
Relatlona Committee to delete ArUde 9(4) fr<Hn the Treaty and Is expected to 
do so again when the Treaty reaches the Senate floor. It wlU take 51 votes to 
amend the Treaty, but only 34 votes to block ratification since a Treaty requires 
a two-tUidB vote for final approval. 

While tlilB particular treaty deals only with the United Kingdom, an>roTal 
of Article 9(4) would become a precedent fior other tax treaties, it la feared. 

About 30 Smators are on record as opposing Article 9(4). However, many 
Senat(»8 foom agricultural states are still uncommitted on the treaty. 

Tlie $1 blUlou invested by foreignerB In U.B. farm land In 1977 may have <mly 
been the "dp ot the iceberg," Beuben L. Jolinson, director of legMatlve services 
for National Farmers Union, told the U.S. Senate Commerce C<»nmittee Wednes- 
day. The Farmers Union testimony sivPOTted « proposed federal mooitoring 
program on foreign Investment la American farm land. 

Jolmson sold that efforts (^ varione states to deal with the problems ot alien 
and corpwate invasion of agricnltare are Undeied by the difficulty of discover- 
ing the real owners of purchased land. The acqnlsitioiui are often concealed 
throogb brokers, trustees, or corporate fronts, he added. 

The Fanners Union statement deplored a universal official Ignorance «r the 
tects. 

"It is unfortunate that no one seems to know any more about the land pur- 
chases than what they read about thean In the newspapers," Johnson said. "It 
is Intolerable tliat neither the Congress, nor government agencies, nor the general 
public are able to get at the truth about alien and corporate ownership and 
operation of U.S. farms." 

A federal monitoring program would help the stetes in Bupplementtng their 
own data collection programs. In considering the baslB for constrncttve legis- 
lation, and In enforcing current statutes on the subject, Johnson stressed. 

He reported that Farmers Union si»earheaded legislation dealing with alien 
and corporate farm land ownership in seven states during the past ten years 
and t^at seven more states have had such laws or disclosure requlremente under 
conslderatlou during 1977 and 1978. 

"This trend will accelerate If the reports of widespread land purchases by 
foreign investors continues to persist," he told the committee. 

Farmers Union contended that foreign capital Investmmts In America not 
only are not needed but, "in fact are disruptive," and tend to Inflate land values 
In the selected areas In which the foreign acquisitions are concentrated. 



(By Robert G. Lewis, Secretary and Chief Economist of the Farmers Cnlcm) 

Foreigners are using the cheapest dollars since the American Civil War to bny 
up American real estate. 

Der Stern, a leading news magazine In West Germany, estimates that Weet 
Germans have bought more than 44,000 square miles of foreign teal estate, most 
of it in the United States. 

TUs is about equal to the amount of land that Oermany lost as a result of 
World War II. 

Other European publications report that <»ie-quarter of all farmland sales In 
the United States involve foreign buyers. Because many sales are carried out 
by third parties, the actual buyer of land In the U.S. often remains unknown. 

The circumstances that account for this development arise substantially ttom 
American government policy. Pricing American grain at leas than one-half of 
to one-third the current price within the countries, that Import It, and far below 
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the American ta^Tmen' co«t of production, accoonts for the wtillngiww or neces- 
sity of many American family farmers to sell their land. And this same U.B. 
policy ot glTlng onr grain away so cheaidy is an important facbv in m aki n g U.S. 
d<dlara so cheap for the foreigners who are buying np American farms. 

In 1977 Americans speot fZI billiMi more tor ImpcMied goods than we charged 
foredgDers tor what we sold to tliem. TUa "balance ot trade" deddt was the 
Largest In history, about five times tbe previous record. 

This year we are heading for a still bigger total deficit unless our national 
economic policy Is changed. The size of the trade d^cit is the main reascm that 
the U.S. dollar's value has dropped so low. 

The in-lces American fanners have received for grain over the past year are 
the lowest in purchasing power in all history — excepting only 1931 and 1982. 

Tills a self-inflicted wound. It Is the U.S. Government tliat sets the price we 
get the grain we sell. More than half of all the grain that crosses national 
borders into world trade comes from U.S. farms, and the other exporting countries 
follow our prices up or down. The price support loan rate tliftt Is offered to Ameri- 
can farmers for keeping their "surplus" grain In storsge until It's needed to 
offset a short world crop sets the effective "floor" below which U.S. farmers 
won't have to sell their grain. That becomes the "floor" for tlie world market, 
and prices don't rise above It unless there Is an actual or anticipated shortage. 

All the other grain exporting countries want higher [trices for their farmers, 
and their government grain marketing boards would all raise their selling prices 
to match a higher U.S. price. They would also st<Nre their share of the overall 
world "reserve" to help maintain prices at a higher level. 

If we had priced our agricultural exports at the average of the last Ave years, 
we would have collected $5 billion more for what we B<Ad in 1977. If our exports 
had been priced at parity, our earnings would have been more by $10 to 12 bU- 
limt. Such extra earnings from farm exjKtrts would have made a b^ dent in the 
S27 bllll<m trade deflcit. 

But the U.S. keeps the grain price down, keeps the U.S. farmers brcAe, and 
thereby contributes to keeping U.S. dollars cheap for tbe fotelgners who arc buy- 
ing our land. 

Foreign bankers and flnandere and speculators see our persistent trade d^clt 
Tliey see us giving away our grain at the cheapest price since the crash of the 
lG80's. They think maybe we have gwie off our rocker over here, liiey lose confi- 
dence in our national good sense, and that makes our dollars cheep. 

American farmland still seems like a good buy to rich pe<^e who don't have 
to make money on all of their investments. Many of these pe^^le — in Eur<q>e, In 
Latin America, in Arab countries — fear that there will be a worldwide political 
and economic collapse similar to what hai^>ened in tlie 1830's. This creates the 
hoarding psychology that has resulted In bidding up the price of gold (only $8B 
per ounce a few years ago) to over flSO recently. 

Wealthy people who want a safe place to store part of their wealth are willing 
to buy gold even though it ct>sts them money to pay for storage and for guard- 
ing It. niey will also buy farmland and other real estate in the U.S. even If it 
doesn't earn enough to pay interest and taxee. When commodity [olces are forced 
down so low that young working farmers cannot pay Interest and make a living, 
only the rich hoarders can afford to buy farms. 

The Irony of It Is that the Carter Administration's short-sighted cheep food 
policy is already beginning to back-la^, both economically and politically. The 
cheapening of the U.S. dollar is raising the cost of imported goods, and is now 
adding more to the coat of living than cheap food tabes It down. 
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' AG FACTS 

EVERYONE SHOULD KNOW 



The potential of wheat 

Wheat j = '&(ZMZKI]'(Z}'(ZKZXB 

4S— 1 Vi pound lonvM □! ivhol* whui bfud 

Slicing the bread loaf 

Whect priex: ^.40/bu- Bread phtx: iSt/bxf 





ToiUothi 

Slicing the bread loaf again 

Wheat prkx: ^88/bu. Bread price: 66*/locf 
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[K«prlntod from nic DkIcoM Turner, Aberdeen, 8J>.] 
Mb^t Imhwts Sken ScBSiDisino Bxpobtb of U.S. Faui MAOHunsT 

Hoveh — Meat Imports are BotwldlaiDg sports of AmertcaD-inad« farm 
macblnery at tbe expense of tb« cattleman, Vemon Bausch, a spcdteaman for tlie 
Dakotae Concerned Cattlemen task force, said today. 

WiUiam F. Toobey, general manager of Farrell Sblpplng Lines, testUed at 
tbe International Trade Commission hearing In Wasblngton, D.a, that tbelr 
vessels that hold meat to minus 10 degrees tat sMi^lng "are rer; expensive to 
bolld and maintain." 

The Farrell ships were remodeled In 1968 by the Litton SyBtems, Inc., at a 
cost of $21 mlllloa each to cany 6,081 tons of meat. Tbe ditpyard which trallt 
them, however, received a conBtruction differential subsidy from the govern- 
ment of S4.7 percent each. 

After subsidy, the vessels then cost Farrell Lines $9.B million each. The new 
vesBels reduced turnaround time from 1S4 daye to 70 days. This nearly trIiHed 
the vessel capacity snd cnt trip time in half, Bausch said. 

Toohey stated In his written testimony : "There Is virtually no soutbbonnd 
trozoi cargo so the refrigerated capability of these veesels U tmly «Hie way. Tbe 
space, however, is utilized for southbound general cai^o, non refrigerated." 

"The reason there Is no southbound cargo that Is frozMi is because countries 
that have meat quotas with the United States have embargoes against our beef. 
So, shipping companies lo(& for a backhaul." Rausch said. 

Under cross examination at tbe ITC hearing, shipping lines representatives said 
that American made farm machinery was a major cargo. 

Rausch said Farrell Lines was subsidized f46 million for ship refrigeration to 
make It possible to haul Imported meat. This In turn resulted in making shlpmoit 
of farm equipment possible, and at a lower, backhaul price. 

As a result, BauBcta says, Imported meat that ccsnpetes directly with dcanesttc 
cow and cull beef has been subsidised. 

"Tbe very products we as cattlemen must compete with then allows machinery 
companies atemate markets. Producers end up paying more for machinery and 
get less for ''heir products." 

BsTT RaitOh, Inc., 

Boris, Hour. 

Deab Sbbatob Helus : I am sending you three Bntw Price Cost of Cow-Oalf 
Bandi Studies by Dr. Jim Cornelius of H.S.U. and the Extension Service at 
Bozeman, Mont. We Ranch Is Powder River County (one of the studies) and 
Carter Co. The studies are craiservative In nature and many ranchers are carrr- 
ing even larger debt loads— also the real estate loans are often for 40 years not 
20 as stated — many ranchers that owned their land debt free in 1973 are now Into 
their equity by $100,000 to $500,000. 

I felt these studies were more complete and more of an average than mine — 
I hope they will be of help to you. 

We are very upset over the President's Increase In meat Imports — It Is a real 
"slap in the face" to an Induatry that has not received any aid during theee past 
four or five years — and I have to add did not ask for aid except through the 
strengthening of Import laws — how one industry can be singled out as a culprit 
for Inflation, while the Oovemment continues Its deficit spending and foolish 
International participation is most alarming — ^I do believe we need that "Amer- 
ican Disk" at tbe State Dept. that you mentioned at the hearings . 

Hope these cost studies will be ot benefit. 
Sincerely. 

NAiror Bbpt. 
[The cost studies follow :] 
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Jin Comelli 

Situation 

During the past few years, the range beef Industry In Montana has 
undergone a period of extrrae economic Instability. Although much of 
this inatablllty resulted from volatile cattle prices, rapidly 
Increasing costs of production have contributed to the problem. 

The economic outlook for the cow-calf man continues to be 
clouded with uncertainty, both good and bad. These condltiona 
e*phssize the critical importance of sound ranch Management. A 
thorough understanding of enterprise costs and budgeting provides 
the rancher with b valuable Input to managesent decisions. 

Objectives 
The objectives of this study are to: 

1) Gather and analyze production and economic data for a cow- 
calf enterprise in Blaine County. 

2) Construct representative coat eatlaates for a typical ranch 
operation In this area. 

^) Provide operators with a procedure for evaluating the 
feasibility and profitability of range beef enterprises. 



- Extension Econoaist, Montana State Unlveralty, Bozeman, Montana. 

> available 
-r national origin. 
Issued in furtherance of cooperative extension work In agriculture and 
hone econoBlcs, acta of Hay B and June 30, 191A, In cooperation with 
the U.S. Department of Agriculture, Carl J. Hoffman, Director of 
Montana Cooperative Extension Service, Montana State University, 
Boieaan, Montana S9717. 
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AJ Identify Che laporcanc enterprise coat variables which 
Influence prcfltablllty. 

Source of Data 



The lafoEBation used in this study was obtained from livestock 
producers In Blaine County durins the spring of 1977. Where practical 
and realistic, data Croa existing enterprise budgets were alao uaed. 

Variations aaong Individual operations In the county are 
considerable. The assuaptions aade to establish a "typical operation" 
tequited aomt generalizations and the estimates uaed nay not be 
appropriate for some ranches. As such, individual operators Bay 
wish to substitute different cost esttaatea in the space provided, 
based on their mra herd size, acreage, and operating practices. 
The figure* provided serve mainly as b guide. 

AssuMptions of the Study 

Hajor assuaptlons used in this study to Identify a typical cow- 
calf opsration include the following points: 

1} The enterprise la a 5,775-acre, deeded, cow-calf operation 
In Blaine County. This land la divided Into 200 acres of Improved 
pasture, 175 seres of Irrigated hayland, and 5,400 acres of native 
pasture. In addition, roughly 600 ADH's of suOBet grailng are 
leased from the BUI and area Indian Reservations. The overall 
business unit Includes a Earning anterprlss of roughly 1,000 acres 
of cropland in addition to the cow-calf operation. 

2) The breeding herd consists of 250 cow* and ten bulls. Ten 



»Google 



m 

percent of th« cow herd 1« cullad yearly. Bulls are replaced on 
• four-year basis. Id addition, 50 replaceaeat heifers are held 
back froa each calf crop for annual culling and aorcallty of brood 
covs. This Inventory results In a total of 300 cou units (CD.). 

3) A 90 percent calf crop is obtained (calves weaned f cows 
wintered) . 

i) The herd Is wintered for 6)i nonths on a ration of forage 
hay and straw which Is produced on the ranch. In addltlinl, Vi 
■onths of crop residue grazing Is utilized in the fall and spring. 
For the balance of the year the herd is grazed on either leased or 
owned rangeland. 

5) The ranch owner-operator has a mortgage on machinery and 
real estate of roughly $100,000. Annual Interest Is charged at 
91 of the average value ($A7,S81) of this debt. Initially, It 

is assumed that no debt Is owed on the Isnd, although Ister four 
varying situations are evaluated. All short tern annual cash 
operating capital is borrowed. 

6) Fall Bsrketlng weights of ueaned calves are 430 pounds 
for steers and 410 pounds for heifers. 

7) Cattle prices and costs of ranch inputs reflect market 
conditions during the fall and winter 1976-77, In this study area. 

Interpreting the Results 
Annual cost estimates for the 250-head cow-calf enterprise in 
Blaine County are Bumaarized in Table 1. Three major cost 
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TABLE 1 . AWniAL COSTS FOR BLAIHE COCinT COW-CALF CTBUkTlM WITH 2 



CASH OPEEATINC COSTS 
Seed F«iclllier, IWlna 



' Bulldlnis 
- Ftnce* 



t ridiitiM 



Int*E«Bt OD Opacaclng 

Capital 3/ 
Int<reat on Hachlnary 4 

Baal Eatat* Dabt A/ 






BON- CASH COSTS 
Ovner'a labor S/ 

est Groaa Salaa) 



III. HCM-CASH OVERHEAD COSTS 

Total Won-Caah Orarhaad 



IV. TOTAL AmniAL COSTS 



-'includes public STailDg fa** foi S9B AOI'b (aaa Tabla 2). 

-^Salary of tilred hand la apllt avaolT batncn crop and llvcatock aacarpclsaa. 

- 9t for 6 aontha on all caah coata. 

^n of outatandlDg avaraga valua on latenaadlata and Ions lao dabi (aaa Tabla 4>. 

-^Full tiac oparatoc-Banagat lacclvaa 1/2 raarly Ineoaa tiam cov-calf antarpriaa 

1/- 



71 "Opportunity Coat" chargad Co tba capital 



In I 
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groupings llstad «T«; 1) ea*At opcratlnt coata; 2) oon-caah coata; 
and 3) nm-caah ovarbaad costa. 

Caah oparactng coaca ara alaply tba annual out-of-pockat 
axpanaaa Incurrad in tbla anCarprlaa. Includad In thla e»tt»rj 
■T« lataiaac chargaa on all bortovcd capital. Hajor coat Itaaa 
tncluda fual and oil, lotaraat, taxaa, labor, and purchaaad tmm6. 
Savaral catogortea (labor, BachlDeTy) can b« split b«twa«a tba 
llvastock and cropping enteTprlsea, vhlch reducas tha llvaatock 
oparatlon coats aoaeiihat. 

Non-caah coats sa usad bsra rafar to tba valua of tba oparator- 
■anagar'a labor, plus ■ coalnal ratum to namgiMant of 5Z baaad on 
gtoaa salas. The salary laval abown la aoaaiAat arbitrary, but 
abould raflact what tba aperstor-maiugcr could aam In altamaClva 
eqilOT«ont vlth aqutvalant raaponaiblllty. Tba ownar's labor and 
tetums to MBaagaaant ara tiaatad as non-caah coats bacansa tbay 
are not noraally out-of-pockat oxpenaas. Tbst Is, tba omar- 
■anagar will contlnua to work In tbe abort run avcn tbougb ba wmy 
be unable to pay hlaaalf what ba la worth. Hooavar, It Cbs owtar- 
nanagcr mat rely upon his salary (or faally living axpansaa, wbtcb 
la often the caae, thaso sspanaes than bacoaa out-of-pocket 
expeoaea tbua Increasing cash fl^w raqulraaants of tfaa antatprtaa. 

Hon-cssh ovarbsad coata coaprlaa tbe largest aavMnt of annual 
costs. Depredation and Inveataant coata ara alao cooaldsrad aa 
non-caah expenses, since tbay naad not be covered io the short 
run Id order to stay in bualnaaa. 
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It ts Important to recogntie that alt productive inputs, whether 
purchased or owned, are valued and charged as costs to the enterprise 
accordingly. Thus, even If an operation is "debt-free", interest 
costs nust be charged as rspresenClng the "opportunity coat" of 
Che owner's Boney had it been Invested elsewhere. Given Che large 
land InvestBcnt required by the cow-calf enterprise there Is a 
proportionally large opportunity cost of the real estate investnent. 
To some degree, the opportunity cost of land is leaaened by rising 
land values. However, unless land Is sold and the appreciation 
realized, the opportunity cost is not reduced. 

The effect of these accounting procedures will naturally tend 
to increase — on paper — the costs of production. For this reason, 
a distinction Is Bade between "short-run" out-of-pocket variable 
costs which >ust be covered each year, and fixed costs which must 
be covered in Che "long run", but not necessarily each year.— 

The opportunity costs placed on invested money, owner's labor, 
and BO forth, can usually be considered as long-run expenses In 
Che sense that these are relatively fined, non-cash costs sccruable 
CO a given operation. Some operators may not include the opportunity 
cost of fixed investment when determining short-run break-even 
prices. In the long run, however, the owner should consider all 
such costs in sssesslng the oversll snd relative profitability 
of an enterprise. 



-'For purposes o. 


f econolc analysis, the "short run" Is considered 


to be the time 


interval over which the size and scope of a 


business actlv 


ity cannot be changed; nor^lly a year or less. 


In the "long ri 


Lin", the size, locsClon, etc. of an enterprise 




can be changed. 
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la •n^Mrjr. there are tm catcgorlaa of coata ohlch tha 
operator deala with. Flrat, there are •bort-mn operating coaca 
which Hiat be paid over the courae of the year. Theae dictate 
the csah flow requlreseota of the enterprlae. If theae caah coata 
cannot be paid, the antcrprlaa will very likely fail. Secondly, 
there are Don-caah overhead-type czpensea which ate iDcnrred during 
the courae of yearly operatlona. These costa will exlat whether tb* 
cow-calf operation succeeda or falls. As a result, non-caah coats 
■re not bo vital in yearly break-even flguTes, but mat be considered 
In long tecM financial declalona. 

As shown in Table 1, total cash operating costs aaount to 
$94,74 per cow unit per year. The cort>lned non-cash costs coae 
CD $267.14 per cow unit per year. Total annual coats are the sia 
of these two; $361.68 per cow unit per year. Annual herd feed 
requirenents and costs sra given In Table 2. 

Table 3 details the annual livestock inventory, production and 
sales Ttceipts. Based on Fall 1976 prlcea, gross receipts for this 
enterprise aaount to $39,109, or $130.36 per cow unit. Clearly, 
revenue pet cow unit is leas than total cost* per cow unit. How- 
ever, revenues will cover caah flow requiroenta aa given by caah 
operating coats ($94.74). This suggests than in the short run, the 
operator can stay In business, even though he is not covering all 

Table 4 Is a conplete Hating and budgeting of the capital 
InveatBcnt in thla operation. The magnitude of annual net eamlnga 



»Google 



la given In labia 5. Icturaa ovar oparatlng coaCa equal $10,6B7, 
but Khan Don-caab coata are Included Che net return to aeiugtaeDt ia 
> loea of $67,499. Tbla reaulta In a alnua 0.5Z return on capital 
InveatBant (Table fi). In otber worda, aiuiual loaaes are CTeaclng 
a neiatlve return on the capital Inveated. Moat of thla loaa ia 
attributable to the oon-caah opportunity coat of the laud Inveataenc. 

The derivation of break-even coata la abom in Table 7. The 
average aelllng price per cwt. 1« baaed on total Itveacock eold, 
including calvee, cull com, yearllnt helfera, and bulla, tn 1976 
thla avereged out to S3I.S4 per cwt. for the 1191 cwt. of cattle 
aold. To cover ell eonuel coata would have requited en averege 
price of $91.15 per cut. An e reault, the owner of chia hypothetical 
ranch was loalng about $250 on every calf he aold. Overlooking the 
poaaibillty of ■ draaatlc Increeae in beef production given Ibeae 
aaae coata, cattle price* would have to nearly triple to cover 
■11 coata. If the opportunity coet of lend is excluded froa theee 
coat flgurea, the reaultlng lose la about $3.50 per cirt., or routhly 
B $15 loaa per calf sold. 

Verrinn the Eeal Katata Debt Situation 
For sinplldty, Che foregoing anelyaia ■asuaad that do debt 
waa owed on deeded lend ueed in Che renchiog operation. How, chree 
eddicionel real eacet* debt load aituaciooa are added to deaonscraCe 
the critical role of ranch debt position to economic vleblllty 
of the enterprlae, perticularly caeh flow requireaenc* (Table B). 
Ceac 1 ia tbaC aicuation aeeuaed at cbe ouceet of cbia acudy: 
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no debt is oved on the ranch's deeded acreage. 

Case 2 Is the same ranch operation, but with ■ $100,000 land 
debt «C WE Interest borrowed In 1955 to be aorarclzed over a 
chlrty-year tern. 

Case 3 is Che sa>e ranch operation with a $250,000 land debt 
at 7Z Interest borrowed In 1971 to be anortlzed over a thlrey-yaar 

Lastly, Case 4 1b a present year loan on the same ranch 
operation with a tuenty-year $856,250 contract for deed On the land 
at 81 Interest with 29X down at current land values. Thla resulta In 
an outstanding nortgage of $607,938. 

Uheieaa In Case 1 land cost appeared only as a non-cash 
overhead "opportunity cost", In Csses 2, 3 and 4 the land debt loan 
repayment becomes an addition to cash flow requirement. The 
Influence of land debt is shown in Table 9. Although a substantial 
land debt decreases the opportunity cost of land inveatBent (opportuotty 
cost accrues only to equity), the off -setting Increase In cash flow 
requirements to service the debt is more detrimental to the economic 
survival of the enterprise. 

Case i is burdened with land Interest payments alone of 
$162 per cow unit. When coBblned with other cash costs, the Case 
A enterprise has total cash flow requlresents of $300 per cow 
unit, while revenues are only $130 per cow unit. In the absence 
of some sort of outside Income, the Case 3 and 4 ranches cannot 
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The Case 2 ranch Is msetliiK cash flow requirements, buc 
little revenue left over to cover overhead costs. In Che lor 
this ranch is also facing failure unless the situation inpro\ 



This study has exaalned the costs of a cow-calf ranching 
enterprise in Blaine County. To Illustrate accounting procedure 
and cost relationships, various assumptions were made In order t 
establish a representative ranch operation. As such, the coat 



ible given the 
Lnely considered at 



and revenue estimates derived sre only app 
aSBunptlona listed, and should not be rout 

substitute their own estimates of costs and operating variables 

will allow the manager to keep a close watch on his enterprise 

Unfortunately, even the best record system or the best 
management cannot guarantee a profitable enterprise. This study 
has shown that a typical cow-calf operation with a very modest 
debt load was losing nearly $15 per calf sold at Fall 1976 cattle 
prices, given current cash operating costs, depreciation, owner's 
labor, and management. If the opportunity coat of capital 
Invested In land and the cou herd Is Included, total loaaea per 
calf approach $250. 






? suffi 
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caah op*r>Cln8 coats, and th«r«for« aaat tha yaarly caah flow 
requlreaeDCa neceaaary to atay Id bualoeaa, avan though Ions- 
term loaaea will be BOUDtlng. 

The econonlc situation becones note critical when the real 
estate debt la Increased. Thla la because expenses which wet* 
opportunity costs In a debt-free ranch now becoB* caah Intcreac 
coats to aervlce the debt. These Interest charges Butt be paid 
annually. With a noderate, Ealrly typical real estst* d«bt load 
($931 per cow unit long-teni debt as described In Case 3), tha 
revenue generated Is Inaufflciant to cover baalc caah flow 
requirenenta. As a tesult, any plana for expanalon or capital 
Investment which will Increase cash operating costs muat be carefully 
exasilned . 

The Inveatmcnt In rangaland is ■ key variable In the overall 
financial stability of the cow-calf enterprise. Rapidly rising 
land prices and the associated real estate debt during the peat 
five years have contributed greatly to increased production coats. 
However, the resulting appreciation of rangeland investment preaenta 
an Incentive for continuing ranching operations quite apart from 
the profitability of the cov-calf enterprlae. 
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TABLE 5. IMCCTIE. COSTS AND EABHIHCS SUMMARY, 1976 



LIVESTOCK SALES (Table 5) 

113 Steer Calves $ 19,436 

62 Heifer Calves 8.643 

46 Cull Cows and Heifers 9.410 

3 Bulls 1.620 

GROSS RANCH immE-' 39,109 

Less: Cash Operating Coats (Table 1) 28^422 

RETURN OVER OPERATING COSTS 10.687 

Less: Depreciation 7,898 

RETURN TO OPERATOR'S LABOR, 
CAPITAL INVESTMENT AND MANAGEMENT 

Less: Operator's Labor 

RETURN TO CAPITAL INVESTMENT AND 
MANAGEMENT 

Less: Opportunity Cost of Capital 
Investment @ 7% 

RETURN TO MANAGEMENT 





2,789 
5,100 


(-2,311) 
65,188 


5( 


-67,499) 
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lABLE 6. mipm CM INVESTMENT 



LIVESTOCK SALES 

Less: Cssh Operating Costs 

RETUIO) OVER OPEKATING COSTS 

Less: Labor and Kanagement 
Depredation 

RETURN TO CAPITAL INVESTMENT 

EQUITY CAPITAL INVESTED^-' 

PERCENT RETUKN ON 
CAPITAL INVESTMENT 



S 39,109 


2B,422 


10,687 


7,055 


7,898 


(-4,266) 


931,250 



<-0.5Z) 



■ Includes real estate and cow herd. 



1 CubIi Casts 

1 Ca*h CdsI* Plus DcpTfcUCl 

1 Cuh Co*t*, Daprcclatlon, 



23. S« 32. U S.sa 

30.50 32. M 2.34 

36.42 3Z.M (-3.5B) 

41. IS 32. S« <-SS.31) 



c(ttU Hl« rtCM roch (H* tabic 3). 
/•■rly Mlas of 1191 cut. bwr (■«( Tabic 3). 
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Year Loan Made — 1955 1971 

Length of Loan (Veara) — 30 JO 



Oucstanding A 



0,000.00 250.000.00 607,937.5 



48,635.00 
1Z.M9.75 



231,728.55 595,087.7 



y and Equipment Loan 1/ 47,581.25 47,581.25 



Tan Oabt 47,581.25 91,597.71 279,309.80 6*2.669.00 

et COH Unit (300 C.U.) 158.60 305.33 931.03 2.142.23 

Flm. Requited Tti 

2/ 94.74 117.45 161.27 299.69 

Cox Unit 3/ 130.36 130.36 130.36 130.36 



i^FtoB Table & 

l/pto- Table 91 doe. not Incl. 

-tiom Table 3; 1976 prlcaa. 



TABU 9. MmuAL COSTS nn A 2yi-HEAD cou-cALT ertkrfrise im iiADn comnr mnm 
Foiji igAL gsTATt PMT siTOAnnrs 

Caaa 1 Caaa 2 C««a 3 Caaa 4 

I. C»h Operating Coati and 

Variable Coat* 1/ 23.100.00 23.100.00 23,100.00 23.100.00 

Intareit on Operating Capital 1/ 1,039.50 1,039.50 1,039.50 1,039.50 

Intereat on Hachlner? Debt 1/ 4,282.31 4,282.31 4,282.31 4,282.31 

Awrtlied Lmd Paraent -0- 6,813.47 19.9S9.12 61,484.71 

Total Caeh Opetatlog Coet and 

Principal KepaTaeat 28,421.81 35,235.28 48,380.93 89.906.56 

Caah Coata Par Cow Dnlt (300 cm.) 94.74 117.45 161.27 299.69 

II. ■on-Caah Coat* 1/ 

Omer'a Labor S. 100.00 5,100.00 5.100.00 5.100.00 

Return to ItaiugaMnt 1,955.44 t,955.44 1,935.44 1,955.44 

Total HOB-Caah Coata 7.055.44 7,055.44 7.055.44 7,051.44 

III. Moa-Caab Otarhaad Coata 

Oepractatlon 1/ 7,898.25 7.898.25 7.898.25 7.898.25 

Intaiaat on Intaatuat 2/ 65.187.50 62.869.88 48,819.50 16,552.50 

Total HoB-Caah Onitiaad 73,085.75 70,768.13 56.717.75 24.450.75 

IV. TOTAl AMnuU. COSTS 108,563.00 113.058.85 112,154.12 121,412.75 
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JlB Cornelius^' 

During Che past few jieara, the range beef Induscry In Montana 
has undergone a period of axtieBe economic InstablllCy. Although 
Buch of this Instability resulted Item volatile cattle prices, rapidly 
Increasing costs of production have contributed to the problem. 

The economic outlook for the CDv~calf nan continues to be 
clouded with uncertainty, both good and baa. These conditions 
emphasize the critical importance of sound ranch managenent. A 
thorough understanding of enterprise costs and budgeting provides 
the rancher with a valuable input to nanagenent decislona. 

Objectivea 
The objectives of this study are to: 

(1) Gather and analyze production and economic data for a cDw- 
calf enterprise in Northern Madison County. 

(2) Construct representative cost estimates for a typical ranch 
operation in this area. 

(3) Provide operators with a procedure for evaluating the 
feasibility and profitability of range beef enterprises, 

— Extension Econopd.st, Montana State Unlvetslty, Bozemaa, Montana. 



Issued In furtherance of cooperative extension work In agriculture and 
home economics, acta of May 8 and June 30, 1914. in cooperation with the 
U.S. Departnent of Agriculture, Carl J. Hoffman, Director, Cooperative 
Extension Service, Montana State University, Bozeman, Montana S9715. 
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(A) Identify the laportant enterprise cast variables which 
Influence profitability. 

Source of Data 

The Infonutlon used In this atudy uaa obtained ftOB livestock 
producers in Madison and Jefferson Counties during the winter and 
spring of 1977. Where practical and realistic, data from existing 
enterprise budgets were also used. 

Variations anoag individual operations In this area are 
considerable. The assuaptions made to establish a "typical 
operation" required sooe general Itatlona and the cost estimates 
usedmay not be appropriate Cor aoMe ranches. As such. Individual 
operatora >ay wiah to substltuts different coat estimates in the 
space provided, based on their own herd size, acreage, and 
operating practices. The figures shown serve mainly as s gulds. 

Assuaptlona of the Study 
Major aaaunptlona used In this study to identify a typical 
cow-calf operation Include the following points: 

(1) The enterprise is a 1 , 70l>--acre , deeded, cow-cslf operation 
in Northern Madiaon County. This laitd la divided into 200 acres 

of irrigated hayland and 1,500 acre* of natlv* pasture. In 
addition, roughly 923 AUM's of suifer grazing are leaaed from 
government agencies. 

(2) The breeding herd consists of 200 cows and nine bulla. 
Ten percent of the cow herd is culled yearly. Bulls are replaced 
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on a chree-irear baala. In addition, 27 replacoenc heifers ar« 
held back fron each calf crop for annual culling and Mortality of 
brood coua. Thta Inventory reault* In • total of 227 cow units 
(C.U.). 

(3) A 92 percent calf crop la obtained (calves weaned f cows 
wintered) . 

W The herd la wintered for 130 days on a ration of alfalfa 
hay which Is produced ,on the ranch. For the balance of the jrear 
the herd la grazed on either leased or owned rangeland. 

(5) The ranch owner -opera tor has a oiortgage on machinery 
end real estate of roughly $90,000. Annual intereat is charged at 
9Z of the average value ($J1,630) of this debt. Initially, It Is 
assumed that no debt is owed on the land, although later four 
varying situations are evaluated. All ahort tern annual cash 
operating capital Is borrowed. 

(6) Fall marketing welghta of ueaned calves are A50 pounds 
for steers and 425 pounds for heifers. 

(7) Cattle prlcea and coats of ranch Inputs reflect aarket 
conditions during the fall and winter 1976-77, In this study area. 

Interpret inn the Reaulta 
Annual cost estimates for the 200-head cow-calf enterprise in 
Hadlson County are auansrized In Table 1. Tbtee major cost 
uplngH listed are: 1) cash opsratlng costs; 
3} non-cash overhesd costs. 
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AIQIML COST 



CASH OPERATING C 



PurchaBed Feedi' 


l,7S3.0O 


7.72 




600.00 


1. 64 




700.00 


3.0S 




1,500.00 


15.41 




3,000.00 


13.IZ 


Repairs k HalatenaoEe 






- Bulldloaa 


500.00 


2.20 




500.00 




- Corrala 




1.10 


- lUchlDary 






- H«t«t 7acllltl«« 


250.00 


1.10 


DtilltiM 


200.00 


.88 


Insuranc* 


1,100.00 


4.85 


Tutas 


3,000.00 


13.22 


Hackatlng Coat 


650.00 


2.86 














Interest on Operating 






Capital 3/ 


S41.63 


3.71 


Interest on Hschlner? & 






Real Estate Deb 4/ 


4.M6.70 


_20^ 




24.191.33 


106.57 



HOH-CASH OVBIHEAC COSTS 

Depreciation S, 417. 00 

Intereat on Invaataant 6/ 21.997.50 

Total Non-Caah Overhead 30.414.30 



IV. TOTAL A 



outatandlOR average valua on Intencdlate and long tara dabt (see Tabl* 4) 
dea full tine opera tor-unager plus additional family labor aqulvalaot Ca 

harged to the capital inveated in raal aatata and 
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Cash operating coata ara alaply tha annual out-of-pocket 
•xp«naas Incurred In thla antaipriae. Included In this category 
are Interest charges on all borrowed capital. Tha major components 
of cash operating coats are hired labor, fuel and oil, taxea, 
machinery, and purchaaed faed. 

Non-caah coats aa uaed hers refer to tha value of the operator- 
managar'a labor, plus a nominal return to managameDt of SI baaed on 
gross salsB. the salary level shown Is sosevhst arbitrary, but 
should reflect uhat the operator-nanaget could earn in alternative 
cBployment with equivalent raaponaiblllty. The owner's labor and 
retuma to management are treated as non-caah eosta because they 
are not normally out-of-pocket ezpenaea. That is, the owner- 
manager will continue to work is the ahort run even though he Hay 
be unable to pay himself tfhat he is worth. Howsver, if the owner- 
manager must rely upon his salary for family living eKpensea, 
which is often the case, these expenses then beco>e out-of-pocket 
costs which Increase the cash flow requlrcncnts of the enterprise. 

Non-caah overhead costs co^rise the largest segment of annual 
coats. Depreciation and Investment costs are considered to be 
non-cash expenses, since they need not be paid In the short run 
In order to stay in business. 

It Is Important to recognise that all productive Inputs, 
whether purchased or owned, are valued and charged as costs to 
the enterprise accordingly. Tluia, even If an operation ia "debt- 
free". Interest costs must be charged as representing the 
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"opportunity cost" of tha otmar'a mon*y had It baan Inveatod eiai^- 
where. Given the large land Inveatsmt required by the cotr-calf 
•nccrprlae, thera la a proportionally large opportunity coat of Che 
real eacate investBent. To aoaa degree, the opportunity coat of 
land is leaaeocd by rlalng land valuea. Howavet, unless land la 
aold and the appreciation reallied, the opportunity cost ia not 
reduced. 

The effect of theae accounting procedures will naturally tend 
to lacreaae — on paper — the coats of production. For thia reaaon, 
a distinction Is oade between "short-run" out-of-pocket variable 
coata which Bust be covered each year, and fixed coata which aust 
be covered in the "long-tun", but not necessarily each yaar.-' 

nia opportunity coata placed on invested aonay, owner'a labor, 
and so forth, can uaually be conaidored aa long-run expenses In 
the sense that theae are relatively fixed, itoo-caah costa accruable 
to a given operation. So>e operators Bay not Include the opportunity 
cost of fixed InvestBent iriien detetBlnlng short-run break-even 
prices. In the long-run, however, the owner should consider all 
such coats in asaesalng the overall and relative profitability 
of an enterprise. 

In Bu^ury, there are two categorlea of coats which the 
operator deals with. First, there are ahort-run operating coata 
which Mist be paid over the courae of the year. Theae dictate 
the cash flow requlreacnta of the enterprise. If theae cash coata 



^7m purposes of econoBic analysla, the "ahort-run" la considered 
to be the tine Interval over which the alie and scope of a 
buslnesH activity cannot be changed, nomally a year or less. 
In the "long-run", the slia, location, etc, of an enterprise 
or InveatBont can be changed. 
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cannot be paid, Che enterprise will veiy likely fall. Secondly, 
there are non-caah overhead-type expensea which are incurred during 
the course of yearly operations. These costs will exist Bhether the 
cov-calf operatlan succeeds or fails. As a result, non-cash coats 
are not so vital In yearly break-even figures, but nust be considered 
in long tera financial decision*. 

As shown In Table 1, total cash operating costs aaount to 
S106.57 per cow unit per year. The combined non-cash costa come 
to S186.12 per cow unit per year. Total annual costs are Che sum 
of these two; S292.69 per cow unit per year. Data concerning feed 
requirements and coats are given in Table 2. 

Table 3 details the annual livestock Inventory, production and 
aales receipts. Baaed on Fall 1976 prices, gross receipts for this 
enterprise amunc to $32,696, or $144. OA per cow unit. Clearly, 
revenue per cow unit la less than total coats per cow unit . How- 
ever, revenues will cover cash flow requirements as given by cash 
operating coats ($106.57). Thia suggests that in the short-run the 
operator can stay In business even though he is not covering all 

Table A is a complete listing and budgeting of Che capital 
requirements for this enterprise. The nagnltude of annual net 
earnings is given in Table 5. Returna over operating costs equal 
$8,507, but when nan-cash costs are Included Che nee recurn to 
managemenc la a loss of $32,108. This results In a minus 4.26X 
reCurn an capital investment (Table 6). In other wards, annual 
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loMt* are craatlns ■ nagatlve recum on the capital Inveated. 

The derivation ot break-even costa la sliovn In Table T. The 
aveiBge selling price per cwt. la based on total llveatock sold. 
Including calvea, cull com, yearling heifers, and bulla. In 1976 
thla averaged out to S33.31 per cwt. for the 9B2 cwt. of cattle 
sold. To cover all annual costa would have required an average 
price of $67.66 per cwt. As a result, the owner of thla hypothetical 
ranch was losing about $150 on every calf he sold. Overlooking the 
possibility of a draaatlc incteaae In beef production given these 
BVM coats, cattle prices would have co double In order to cover 
all coata. If the opportunity cost of land la excluded from these 
cost figures, the reaulting loss Is about S12 per cwt.. or roughly 
• $50 loss on sach calf sold. 

Varvlm the Real Estate Debt Situation 
For siapllclcy, the foregoing analyala asauaed that no debt 
waa owed on deeded land used in the ranching operation. How, three 
additional real estate debt load aituatlons are added to deaonatrate 
the critical role of ranch debt poaltlon to eeonoalc viability 
of the enterprise, particularly cash flow requlraaents (Table 8). 

Case 1 Is that altuatlon asauned at the outaet of thla study: 
no debt 1* owed on the ranch's deeded acreage. 

Case 2 is the asae ranch operation, but with a $100,000 land 
debt at !Vt interest borrowed In 1935 to be amortliad over a 
thirty-year ters. 
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Caae 3 is tha aiM ranch opatacton with a $100,000 land debt 
at 71 mtaraat boirow*d lo 1971 to b« att>TtlE«<l ovar a thirty-year 

Laatly, Case 4 Is « preaaot yaar loan on the aa>e ranch 
operation with a nnnty-yaac $272,500 contract for deed on the 
land at SZ Interest with 291 down at curr«oc land values. This 
result* In sn outstanding aortgage of S193,475. 

Whereas In Caae 1 land coat appeared only as a non-cash 
overhead "opportunity cost," la Caae* 2, 3 and i the land debt 
loan repaynent beconca an addition to cash flow requlresent. This 
Influence of land debt la shown In Table 9. Although a substantial 
land debt decreases the opportunity coat of land Investaent, the 
off-setting Increase In cash flow requirements to service the 
debt Is More detrimental to the economic aurvlval of the 
enterprise. 

Case A Is burdened with land Interest payments alone of 
$68 per cow unit. When combined with other cash cost*, the Case 
4 enterprise has total yearly cash flow requlreaents of SI9Z 
per cou unit, while revenue* are only $144 per cow unit (Table S). 
In the absence of sone sort of outside income, the case 4 ranch 
cannot survive on it's own for even a year. 

Cases 2 and 3 ate Just barely meeting cash flow requirements, 
and have virtually no revenue left to cover overhead costs or family 
living expenses. In Che long-run these ranches are also facing 
economic failure lulcss the situation Improves. 
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This uttiij has azaBlDad the coats of ■ cow-calf ranchlnt 
■nccrpiisc Id Horchsra tUdlaon County. To tllustrac* accounting 
procaducss and coat ralstlonahlps, various saauiptlons vara Bade 
in otdac to ascabliah a raprcaaotatlva ranch oparatlon. Aa auch, 
tha coat and ravanus aatlaataa derived are only appllcakle glvan 
the aaaiaptioDB Hated, and should not be routinely conaldexed aa 
average or norul coata. Individual operators are eneourasad to 
BubatlCuts thair ova eatUMtaa of eoaca and operating variables 
in the apeee provided. An on-going, organiied fan recorda systaa 
will allow ths manager to keep a close watch on his anCcrptlss 

Unfortunately, even tbe best record systsM or tbe bsst 
■anageaent cannot guarantee a profitable sntarpriae. Thla atudy 
has shown thst a typicsl cow-calf operation with a vary nodest 
debt losd is losing nearly $50 per calf sold at Fall 1976 cattle 
prlcca, given current caab operating coata, deprsclatlon, ooner's 
labor, and BanageMOt. If the opportunity coat of capital 
Invested In land and tha cow herd la included, total loaaes par 
calf ate S150. 

On the optinlatlc side, revenues are sufficient to cover 
caah operetlng costs, and tharefots neet the yearly caah flow 
requireocnta necessary to stay In buslneaa, even though long 
tera losaoa will be nounting. 

Tha scoooBlc aitustlOD bacoaaa more critical when the real 
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estat* d«bt Is Increased. This Is becsuse expenses 
opportunlCj cosCa In a debt-free ranch nw becone cash 1 
costs to service the debt. These Interest charges nuac be paid 
annually. With ■ aoderate, fairly typical real estate debt load 
(?S73 per coa unit long-term debt as described In Case 3) , the 
revenue generated vill barely cover basic cash flow requlrenents. 
As a result, any plans for expansion or capital investment which 
will increaae cash operating costs must be carefully examined. 

The Investment In rangeland Is a key variable in the overall 
financial stability of the cow-calf enterprise. Rapidly rising 
land prices and the aaaociated real estate debt during the past 
five years have contributed greatly to increased production costs. 
However, the resulting appreciation of rangeland inveatnent 
presents an incentive for continuing ranching operations quite 
■part froB the profitability of the cow-calf enterprise. 
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TABLE 5. INCOME. COSTS AND EAHNIHGS SUMMARY. 1976 



LIVESTOCK SALES 

81 Steer Calves $ 16,560 

54 Heifer Calves 9,393 

20 Cull Cows and Heifers 5,125 

3 Bulls 1.620 

(ntoss RANCH imcaiE-^ 

Less: Cash Operating Costs 
RETURNS OVER OPERATING COSTS 
Less: Depreciation 



RETURNS TO OPERATOR'S LABOR, 
CAPITAL INVESTMENT AND MANAGEMENT 



Less: Operator's Labor 



RETURNS TO CAPITAL INVESTMENT AND 
MANAGEMENT 



Less: Opportunity Cost of Capital 
Investment <5 7Z 



RETURNS TO MANAGEMENT 



1 1976 prices received. 



32,698 
24.191 


8,507 
8,417 


90 
10,200 


<-10,110) 
21.998 
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TABLE 6. HETOBN ON mVESTMENT 

LIVESTOCK SALES $ 32,698 

Less: Cash Operating Costs 24.191 

KETUSN OVER OPERATING COSTS 8,5!i7 

Less: Labor and Management 11,835 

Depreciation 8,417 

RETURN TO CAPITAL INVESTMENT (-11,745) 

EQUITY CAPITAL INVESTED^' 276,000 

PERCENT RETURN ON 

CAPITAL INVESTMENT C-4.26t> 



1/ 

Capital Investment In rahch and cow herd. 
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r»r Loa Mwl« ~ UIS 1971 1977 

Lagifa of Ldu (run) — 30 10 20 

Original teaini ol Lou ~ 100,000.00 100,000.00 Ul,«75.0 



6.813.47 7,9S3.63 19,«19.60 

2,317.(2 6,4*3. M 15,330.21 

4.495.85 1,540.19 4,0t9.39 

44,016.46 91,691.78 189,385.61 



11,630.00 51.630.00 51.630.00 51,630.0 

51,630.00 95,646.46 144,321.76 241,015-7 

Ten Debt Per Cw Unlc (227 con) 227.44 421.35 635.76 1,061.7 
Total Caih Flow Required 



106.56 136.59 141.74 192.1; 

144.04 144.04 144.04 144.04 



I 200-neid Cov-Calf Eat 
teal E»fte Debt SltiM 



Cash Oparatlog Coata and 

Principal lapa^nuDt 

Variable Costa 1/ 18,703.00 18,703.00 18.703.00 18,703.00 

lotaraac on Oparatlng Capital 1/ 841.63 841.63 841.63 841.63 

Intareat an Hachlnery Debt J/ 4.646.70 4.646.70 4,646.70 4,646.70 

Amorcltad Land Paynent -O- 6,813.47 7,981.63 19,419.60 

Total Cash Operating Coat and 

Frln<:ipal RapayBEnt 24,191.33 31,004.80 32,174.96 43,610.93 

Cash COBCB Per Cow Unit (227 coica) 106.57 136.59 141.74 192.12 






10,200.00 10,200.00 10,200.00 10,200.00 
1,634.87 1,634.87 1,634.87 1,634.87 
11,834.87 11.814.87 11,834.87 11.834.87 



8,417.00 8,417.00 8,417.00 8,417.00 
21,997.50 19.679.88 15,554.16 6,667.19 



Total Kon-Caah Overhead 30,414.50 28,096.88 23,971.16 15,084.29 

IV. TOTAL ANBIJAI. COSTS 66,440.70 70,916.55 67,980.99 70,530.09 



i' "Opportunity coat' 
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situation 

During the past few years, the range beef industry In HonlLana 
has undergone a period of extreme econoaic instability. Although 
nuch of this Instability resulted froa volatile cattle prices, rapidly 
increasing coats of production have contributed to the problem. 

The economic outlook for the cow-calf nan continues to be 
clouded with uncertainty, both good and bad. These conditions 
emphasise the critical importance of sound ranch management. A 
thorough understanding of enterprise costs and budgeting provides 
the rancher with a valuable input to management decisions. 

Objectives 
The objectives of this study are to: 

(1) Gather and analyze production and economic data for a cow 
calf enterprise in Powder River County. 

(2) Construct representative cost estimates for a typical 
ranch operation In this area. 

O) Provide operators with a procedure for evaluating the 
feasibility and profitability of range beef enterprises. 



- Extension Economist, Montana State University, Bozeman, Montana. 

The Programs of the Montana Cooperative Extension Service are available 
to all people regardless of race, creed, color, sex or national origin. 
Issued In furtherance of cooperative extension work In agriculture and 
home economics, acts of Hay S and June 30, 191A, in cooperation with the 
U.S. DepartoMnt of Agriculture, Carl J. Hoffman. Director, Cooperative 
Extension Service, Montana State University, Bozeman, Hontans 59717. 
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^^' IdenClIy cha iiipartant •nteTptlse cost variables which 
lafluencf pTofltablllty. 

Source of Data 

The InfocBSClon usecl In chit study was obtdaed Frou llveitock 
producer* in Fowdec River County during the vlnter and spring of 1977. 
Where piacclcal and realistic , data froa exlsclDg anteTprlae budgats 
were also used. 

Variatlaas aBong Individual operaclona In the county are 
considerable. The assumptions made to establish a "typical operation" 
TEqulced soBe general liac Ions and the cost •stlmates used may not be 
appropriate for soae ranches. As such. Individual operators nay 
wish to substitute different cost cstlnates la the space provided, 
based on their own herd size, acreage, and operating practices. The 
figures shoim serve oalnly as a guide. 

Assumptions of the Study 

Major assunptions used In this study to Identify a typical cow- 
calf operation Include the following points: 

<I) The enterprise Is a A,SOO-scre, deeded, cow-calf operation 
In Powder River County. This land is divided into 220 acrea of 
improved pasture, 100 acres of hsyland, with the reaalnlag 4,180 
acres In native pasture. In addition, roughly 833 AUH's of ai^Kr 
grazing are leased fron government agencies. 

<2) The breeding herd consists of 200 cows and ten bulls. Ten 
percent of Che cow herd la culled yearly. Bulls are replaced on 
a four-year basis. In addition, 10 replacement heifers are held 
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back fro* each calf crop foi 
COHI. Thil 

(3) A 90 paicnit call 
wlncared>. 

(A) Th* herd 
and pioCclB cake. All haj 
of Che year the 
Annual carrying 

' (5) The ranch mner-i 
Dughly !63, 
■ value (S39. 



that DO debt 
■ituatlona an 
capital 1 

(6) Fal 

(7) CatI 
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: annual culling and Mortality of brood 
:• In a total of 230 con unlta (C.U.). 
crop ia obtained (calves waaaed 7 cowa 

ired for 100 days on a ration of forage hay 
la produced on the ranch. For the balance 
lied on either leaied or ovned rangeland. 

the rangeland la 30 acre* per anlwil unit. 
iperator has a wirtgage on aachinery and 
BOO. Annual intareat ia charged at 9S 
115} of Cha debt. Initially, it t* aaauMd 

land, although later four varying 
til ahorc tera annual cash operating 



evaluated. 

■atketlng walghta o( veanad calvai 
pound* for heifer*. 



t 420 pounde for 



Ing the fall and 1 
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reflect aarket 
', Id thla etudy area. 



erpretinE the Raaulta 



Powder Rl> 
grouplnga 
and 3} no> 



cost eatlaatss for 
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-calf enterprise 1 
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arc Hated: 1) cash operating ci 
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Cash operating coata are slBply the annual out-of-pockr 
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Cow Unit Tour 
1 Co«t <230) E«tlmt« ■ 
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t vlH v.ry likely fall. Strondly, 



vital In yearly break-even flgurai, buc mt be conaldered 
■ financial dcclilona. 



Table 3 details the annual liveatock Inventory, pioductlon and 
r€celpc>. Based on Fall 1976 prlcea. irna receipts for this 
prise SIIOUI1C to $29,3IS. HI 5128.37 pec am unit. Clearly. 



Table 4 la a coapletc lilting and budseclnc of (he csplcal 
nvestaent In the operation. Ths aagnlEude of annual net eacnlng 
a liven in Tabl> 5. Ratuna over opeiatlni coats equal SB. 325, 
ut when all non-cash casta are Included the nee return to Hoace 
a a loss of $«].S12. This CMults In s alnus 1.71 return on cap 
nveacBcnC (Tsble 6). In other words, annual losses are cteatlng 
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TABLE 5! INCOME, COSTS AND EARNINGS SUMMARY 

LIVESTOCK SALES (TABLE 3) 

90 Steer Calves $ 15,120 

60 Heifer Calves 7,875 

25 Cull Cows and Heifers 5,450 

2 Bulls 1.080 

GROSS RANCH INCOME 1/ 

Less: Cash Operating Costs (Table I) 
RETURNS OVER OPERATING COSTS 

Less: Depreciation (Table 4) 

RETURNS TO OPERATOR'S LABOR. 
CAPITAL INVESTMENT AND MANAGEMENT 

Less: Operator's Labor 

RETURNS TO CAPITAL INVES-mENT AND 
MANAGEMENT 

Less: Opportunity Cost of Capital @ 7Z 

RETURNS TO MANAGEMENT $(-43,512) 



29 


.525 


21 


,200 
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,325 
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,067 
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,258 


9, 


,600 


(-6, 


,324) 


37, 


170 
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TABLE 6. RETUKN ON INVESTMENT 

LIVESTOCK SALES $29,525 

Less: Cash Operating Cost 21,200 - 

RETURNS OVER OPERATING COST 8,325 

Less; Labor & Management 11,130 

Depreciation 5,067 

RETURNS TO CAPITAL INVESTMENT (-7,872) 

EQUITY CAPITAL INVESTED 475,200 

PERCENT RETURN ON 

CAPITAL INVESTMENT (-1.7%) 
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«.813.47 7.983.M 33.5«S.68 
I.317.t2 i.W.H 2«.*9T.3« 
«,*95.BJ t,M0.29 7.068.32 



and EqulpMat 1/ ».31S.0a 39.313.00 39,315.00 39.313.00 

and Long Ten Othc 39.313.00 B3.331.46 132,006.78 366,6M.t8 

Ten DcbE Per Con Unit (230 cow) 170.93 362.31 S73.9A 1,394.13 



92.17 121.80 126.86 Z3B.ll 

128.37 128.37 IM.J7 128.37 



6. 944.20 16.944.20 16.944.20 16,944.20 

717.49 717.49 717.49 717.49 

3.5J8.35 J,53B.35 3,538.35 3,538.33 

-0- 6,813.47 7,983.63 33,565.68 

1.200.04 28.013.51 29,183.67 54,765.72 

92.17 121.80 126.86 238.11 



1.530.00 1.530.01 



10.672. 
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Statxukst or Gboteb Oee, HomAum, Jowa. 

As a grain and livestock termer In the HondanUn, Iowa area for thirty two 
rears I would like to go on record In support of the S 2626 bilL 

With the conttnual rise in all areas of production we need a comprehenslTe cost 
of production bill to cover this condition. 

Another one of the problems 1b the fact that imports come Into this countir 
at prices lower than oar production coBts. 

The S 2626 bill would help overcome tbese situations very much. Also with 
farmers being on the board set up by this bill and they knowing the extreme 
cost variations from year to year would tie able to help make the adjustments 
needed to cover the spirallng price cost fluctuations and thereby keep a strong 
agrimltarat economy which In tnm reflects a bealtby economy tor all the 
country. 

[The fo]lowiiiii: material was sulmiitt«d by Ernest N. Wilson, see 
p. 126 for his oral statement] 

The Dollab Cost t 

(1) 220,000,000conBumers approximate in nation. 

(2) $22,000,000,000 net profit for all raw products to all farmers. 

(3) $22,000,000,000 divided by 220,000,000 nmeumers equaU $100.00. 

(4) Twenty percent of tMs farmers net is obtained by export sales. 

(5) Twenty percent of tMW.OO equals $20.00. Leavinc $80.00 cost per consumer 
per 7ear'-22 cents per day. 

(6) $76,000,000,000 spent by all farmers per year to produce all raw products. 
This is spent to non-farmers and aKrl-businesses. 

<7) Labor is chief Ingredient In the $76,000,000,000. Sixty percent gross net 
on the above equals $46,000,000,000. 

(8) $15,000,000,000 minus $22,000,000,000 equals plus $23,000,000,000 for con- 

(fi) Seventy-flve parity increased to 100 percent Is a 83^ perc^it Increased net 
ivoflts. 

<10) 33^^ percent Increased sales cm $97,000,000,000 (Item 2 plus 7) equals 
$33,000,000,000 net 

(11) Twenty percent from export sales of $33,000,000,000 equals $6,600,- 
000,000. 

(12) Eighty percent consumers share of $33,000,000,000 equals $26,400,000,00a 

(13) $26,400,000,000 divided by 220,000,000 consumers equals $120.00 per 
capita cost or 33 cents i>er day. 

(14) $22,000,000,000 net divided by 2,000,000 farm families equal $11,000.00 
before taxes. 

(15) $33,000,000,000 additional net divided by 2,000,000 farm families equal 
$16,600.00 before taxes. 

(16) Tbe $27,500 (Item 14 plus 15) before taxes will buy what replacements 7?T 

(17) The day tbe consumers know the above facts In dollars, I'm confld^it 
they will call their Congressmen with their understanding support of lOO perc^it 
parity by Law. 

The following, a back-up math formula to protect and keep all export channels 
open to American Family and Agrl-BuslnesseB. 

This Is to support and encourage our U.S. Gongrras to pass a 100-percent parity 
compulsory law. 

(1) Under 100 percent parity selling for all raw products and livestock would 
be approx. equals $130,000,000,000. 

(2) An average 20 percent export to aU sources equals $26,000,000,000. 

(3) Sell to eiporters at 80 percent of parity If necessary to compete on world 
market equals $:^, 800,000,000. 

(4) Subsidize to exporters the 20 percent of parity equals $6,200,000,000. 
(6) Cost per capita $5,200,000,000 divided by 220,000,000 peope equals $24.00 

per person per year. 

(6) Tbe proportionate share of total expenses to export sales of $76,000,000,000 
Is 20 percent equals $15,000,000,00a 

( 7 ) Labor share of 60 percent of $16,000,000,000 equals $9,000,000,000. 

(8) $9,000,000,000 mlnm $5,300,000,000 subaldy equals $3,600,000,000 groBS 
profit tabor. 

(0) With 100 per cent parity law In force, I sincerely beUeve tbe steady flow 
into all markets dally and verily, <^ all raw prodncts, will Insure on ^dent 
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and profitable climate for all labor and Asrl-bodness, th^etoie cootemplatlng 
tbe elimination of surplus bulldnp. 

(10) Tbe importing countries likewise will be assured of full production and 
continuoua Btead; supplies. All countries would order far in advance and there- 
fore have a steadj, continuous suppl; coming to their porta for unloading. The 
importing countries, with 100 percent parity by law, can not then delay their buy- 
ing for a harrest glut and falling prices. The farmers would be storing on tbe 
farm for orderly marketing thruout the year. Then at last resort, due to world 
wide favorable weather and extra world production, revert back to Item No. 3 at 
20 pecent reduction In price. The dollar saving to our government, due to ellml- 
DaUng of many costly programs would save enough to pay the export subsidy. 

(11) All termers would have an incentive to build storage and U commodltiefl 
held over to next year would again be at higher prices. 

(12) A backup mandatory land retliement of from 1 to 10 percent in years of 
extreme surplnsses. No payment from government. All land to be afFected r^ard- 
lesB of crops or livestock. 1 have yet to see clean raw products dumped tor tbe 
lack of markets over the past 30 years. It might have been at a cheap price, but 
the products have always gone to tbe market and people. 

Statement ot Ebnest N. Wilboh 

My father, Robert L. Wilson, started farming at 16 and retired at age 6S. Bt 
died at tbe age of 82^. Drew eodai security payments for 17 years, i^os medi- 
care-medlcald. 

1. In 19S7, be bought a 260-acre farm — all borrowed money ; fSBfiOO. 

2. He tlle-dltched the land at $10 per acre (average over a polod (tf numy 
rears, costing him : $10,600. 

3. At death be bed cash In tbe bank, of : $66,000. 
Total $89,000. 

He worlied 62 weelis per year at 14 hours per day, for fl days per vreek, or 
4,268 hours per year, a total of 209,132 hours. 

200,132 hours divided into $80,000 equals 43 cents an hour; whli^ leavea no 
return for any year on the investment ot the above of $89,000. 

My father stayed at home and worked, never attended a basketball game when 
his three sons played ball. He made one trip to Morlda after my mother died In 
1930. No time to lobby, or attend to local matters, attended church moderately. 
Occasional short trips to visit relatives. 

Above average production on land and was very good In feeding and caring for 
his livestock. Never was an in and outer. Rotated his land with crops and 
dovers. 

Our mother In her 61 years before death, cared for all children. Cooked, 
baked, scrubbed on wash board and made homemade soap. Mended patched and 
bad tbe beet garden always ; cared for home butchering. She never smoked, drank 
or diewed tobacco. Never saw a ball game or attend the local clubs or sodala. 
Taught her children tbe Bible and prayed for them and her friends and nel^- 
bors. 

My parents sold all their production all these years. Never found a time some- 
one wasn't needing their products. 

Many years la^e truck pat(4i gardens were planted so we all could attend 
the farmer^fty markets to sell direct to the consumer. Many of these years were 
when parity was at 100 percent or above. Some below 100 percent or above. 

When the farm of 260 acres was bought In 1937 it was considered one of the 
better farms and land and above average in slie. He raised hogs, and fed them 
out. Milked cows in a small herd . . . above average herd of she^. Had a chicken 
bonse with layers. 

My father didn't have the smoking or drinking habit. He raised nine children 
and all children furnished their lalxir for a few quarters of spending money and 
a home. Iliey left home when they finished high school to start out on their own. 
Three boys and the youngest daughter followed agriculture. 

Tbe math figures above shows he was earning at the annual rate overall aver- 
age rate of $.43 per hour. This was left over . . . not any Income on his Invest- 
ment whatsoever. 

Tbe cash In bank was mostly saved after he retired and went on nodal secorltr. 
At that time be rented out bis fields on a half and half bads to tbe youngest 
daughter and son-in-law. 

My grandfather, a full life in agriculture ... his fother also, and his fatber 
also followed a fnll life of agricuKnre, with the same general results ... a 
meager family living. 

Ton all know it will not be necessary for me to redte or recall tbdr hard 
workings and sufferings. Hlatory bo<As ttfla us now tbe low level of tbtdr Uring 
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surronsdlngB ther had to endure. Therefore; now, I believe It Is evident onr 
ecoaomlc system will have to supply a compulsory Federal law very much 
higber than 100% of parity lever, if the family farmer gets his Just rewards. 

For continued 37 years, I have had a living for myself and mji family. I bave 
produced raw products for an average of about 100 additional consumers ... I 
have paid taxes upon taxes of all claasiflcatloDs, I have bought materials, sup- 
^es, machinery, and repairs from a to z and had to produce food to off set those 
costs. 

Now multiply the above by millions and millions of other flirm families that 
has followed the same path of reproducing food . . . are we entitled to the frtdtA 
and regards of this profession and achievement? 

If not ... ice can produce and survive and have our living without this mass 
volume of production of food's raw products that continually feeds the extra 100 
to 200 people outside of our family. Today the national average is one farm 
family produces for themselves and 56 others, plus world markets. 

Is our government and our society telling ns that Is what they want us to do? 
To produce fully and effldently has been and still Is now my belief, and all mj 
ancestry In agriculture. The record plainly shows in the majority of farm fam- 
ilies their yearly living was all that's obtained. T will let you rate the living 
standards the American Farm family has lived under the past 200 years. 

Our thirty years of public relations has put our family In contact witli then- 
sands of agriculture people. Their consistent story has been "they want to pro- 
duce fully and efficiently . . . have a living, labor return, equity return on Invest- 
ments along with a reasonable proQt." 

Their general opinion has been, over the years, that the Government, large 
Agri-Business anu unscrupulous profiteers want this squeeze against the family 
farmer. To force htm off the land. These committee hearings now wlU finally tell 
the true story, as to whether the above thousands upon thousands are right. This 
1b the otUv route left now to follow. There can be no tnmlng aside. 

COST OF OUR CIRCLE W FARMS 



(1) TheMowiniliiNlfinnilmiilrtMitiialiittlwIwilniiliiiDiitiornnndnMiin: 
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THE aaXAX BBCSHPtLii or tkb cp.b.a. 

My tatlier would always bave Ms boys tromp the <dd broahirileB, bat^ by tbe 
tbicket, to cliase out the rabbits. If the rabbit ran vlgarously he would shoot it 
with his double-barreled 12-gauge shotgrun. We boys would pick It up and pat 
It in a sack to take home for my mother to cook for the family. 

Now, If the rabbit ran slowly or wobbled some . . . maybe ran a short dlstuice 
and sat down, he would shoot It also . . . but told his boys to leave It there, 'it 
has the fever". This rabbit was considered sick and not healthy for the tables 

This country of ours has too many sick rabbits with the fever . . , Tbe bmeh* 
pile is being flattened so bad tbe rabbits are emottaering underneath becauae of 
the economic bullet or thell, If you please ! Our big soyemment, tbe big Arm 
o^anlzation leaders, the huge four wheeled drive tractor with mamouth equip- 
ment are pulling the trigger on the gun. 

The family farmer, rural American family worker, the family lndq»endeiit 
implement dealers, the family indepeodeut county merchants, are the basic rab- 
bits that are being smothered under this huge U.S. brushplle! 

If the above mentioned 100 percent plus minimum law has no idace In our 
American system, then I now believe this country does not need tbe Fed^al 
Minimum Salary Law . . . for all Kovernment officials . . . the Social Secnrltr 
System . . . The Federal Tax laws, the minimum wage law, etc., etc. 

I personally, as well as the majority of all Americans believe the above laws 
should be on the books. Today Is tbe time to pass the "compulsory" 100 percsnt 
plus parity agriculture raw products minimum price law. 

Foreseeing of trouble ahead if we don't change the trend of the past . . . 
within 5 years . . . four wheeled drive monsters by super-^lzed or corporation 
type farms will take over. 

Take over with lack of control . . . over hired labor, which should come from 
farm oriented background . . . there will be inefficiency with an attitude ot 
revenge and, failures of equipment. Equipment Inefficiency operated ; therefore, 
reducing total crop production drastically and consequently starvatltHi of many 
millions of consumers and the continued dread ot global malnutrition. Tbe larga 
corporations would store and then demand and get ISO percent to 200 percent 
parity. They would be In a position of controlling the food su{H)ly, therefore 
dictating to labor their own factories tbe labor contract settlement The con- 
stant increase In numbers of people, more new stores, more shtq^lng centers, 
more restaurant^ motels, gas staUooB, churches, schools, etc., makes me to be- 
lieve there should be more &.mlly farmers, not less numbers. Many of the huge 
farms should be divided 1 

CIBCLE W TABUS Bfl2 ACBK8 SB088 800 ACBES CBOFLAHD 

Prajected yield*, price*, income at 100 percent paritv 
1 average— 38,7S0 buBhels 



Gross sales of grain at 100 percent parity 276, 487 

) acres cropland times ^160.00 cash expenses and depreciation 



166,487 



Federal, State, and Social Security taxes 76,000 



8(^437 



Under 100 percent parity would pay $40 principal per acre era 8 
acrefl. A period of 10 years to pay mortgage off (per year) 
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Now paying 8.26 percent Interest per acre tm land debt — approzlmatelr $40 per 
acre — plus tbe minimum principal o( $10 per acre. 

We sbould receive now : 
M; fnll management and labor of SO weeks per year times 6 days 

times 14 hours per day— 4,200 honra at ?10 42.000 

My wife's labor and part management of 50 weeks times 40 boars per 

week— a,000 boars times |S 10,000 

Total 82. OOO 

4,200 hours times S7 years fanning 16B, 400 

2,000 bours tlmeB 23 years farming 46,000 

Total 2ftl, 400 

Tile and macbinery luTestmeiit totals $180,000 dlrlded by 201,400 hours equals 
$0.B1 per bour to pay for tbese luTestments. We bad a good family living above 
tbla. 
Tbe average today appraised value of the 862 acres Is $1,600 per acre : 

Total value *1, 2M, 000 

Percent on Investment 7 

Total - 00, 610 

Tbe marketplace prices should be htgb and stable «iou^ to earn this. The 
price for ail raw products would have to be sold at 125 percent parity to obtain 
this 7 percent on investment and the labor above as listed. 

Projected yields, pricet, income at 115 percent paritj/ for crop pear 1978 

375 acres com times 90 bushels dry com average— 33,760 bushels 
times $4.31 per bushel at 126 percent parity $146,648 

375 acres soybeans times 40 bushels average per acre — 15,000 bushels 
times $9.B0 per bushel at 125 percent parity 142, 200 

150 acres wheat times 60 bushels per acre average — B,000 bushels 
times $6.25 per bushel parity 66, 260 

Oross sales at 126 percent parity 844, 016 

Expenses and depredation 120,000 

Gross net 224, 046 

Federal, State, and Bodal Security taxes 180,446 

Net profits SS,600 

Labor for husband and wife 62,000 

Average today 41, 600 

3 percent on the investment 38, 700 

% of 1 percent proflt on busineas of grain sales 2, 810 

Appraised value of the 862 acres. Is $1,SOO per acre ; 

Total value 1,293,000 

Percent on Investment 8 

Total 88, 790 

If we now would aj^y tbe same yields, price, and compote Into Incmne, taxe(^ 
labor, etc., on the U.S.A. average-slxed family farm, as listed above, the 12S per- 
cent parity scale, the attractlvmeas will not be so enconraglng. Avnage U.S.A. 
farm approximately 400 acres with many less than the above per-acre yields in 
production. 
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BALAHCntG THE OUKWIT OABH rLOW DEBTS QT ALL TAlflLT TABUS 

Oar local conntleB' A8C offices Bbould obtain the total casta flow debt of each 
family tann unit, that baa developed over the past Bve years. Ttaese past Sve 
yeara our Federal Oovwtunent and State Got-emmeiit and Commercial agencies 
baa asked and pleaded, also enticed, encouraged, coerced, manipulated, tbe Ameri- 
can fanners and ranchers to produce all out . . . with no price base compolsorr 
to corer the cost of production against price collapse. 

Wtaen the debt per family &rm unit Is obtained and certified by l^nl records, 
it should be presented to our Federal Government for immediate payment to the 
debt holder. This exi»esiBe wlU spread over all tax paying people due to liie fact 
ttaey used the food I 

Ttae Agri-BuBlnessee, or other professions that were farming and did not obtain 
60 percffiit of their gross Income from farming would not get payment of dtbt 

100 percent parity? Increase to 115 percent? 118 percent? 160 percent? 

What percent of parity should be Increased over 100 percent of parity to allow 
and make up In the poor and lower quality of materials and labor and serriceai 
below the standards we knew and lived under tbe past 20 to 30 years. 

The quality of all basic agriculture commodities has stayed as good over the 
last 60 years and many cases snch as livestock and vegetables has greatly im- 
proved la quality. 

I believe 2S percent Increase to 126 percent. 

The family farmer has never had a recall on his crops after sold to correct 
defects, or pollutants in air or water. We deliver, and are graded to make top 
qualities of our production. Also UBDA grades are Imposed as a standard for 
the farmer to sell by and get paid. 

Comparable costs to the consumers of the United States of retail prices used 
by an Individual dally : 

Present cost per day of all raw products from farmers on net 22 

Additional cost at 100 percrat ^rlty 8S 

Total 6S 

1. 1 bottle beer per day 65 

2. 1 pack of cigarettes 00 

S. 2 cups of coffee SO 

4. 1 high baU 1.00 

5. 1 small glass wine . SO 

6. 1 soft drink SO 

T, 4 dgars SO 

8. 1 large apple.- 



18. 1 local newspaper 

1, Q. Bow about allotments for production? 

A. There would be no allotments. Each farmer across the U.S. would plant 
crops suitable for his type of land, locality of weather and general type of ma- 
chinery he now baa. Also, his background of knowledge of types of crops he has 
been raising. Therefore, as across the nation different farmers wonld balance out 
generally all crops in production and not have an extreme excessive production 
of one or two cn^ for the one current crop year. 

2. Q : Would the livestock and poultry industry expand rapidly and over 
produce? 

A T The extra grain would not be available as we are now farming all land. 
Also, the livestock industry Is raising all tbe livestock on land, and some places 
are over-stocked for safe and profitable Income. The greet majority of all farmers 
are putting much more time than the 40 hours per week in. With profit better 
assured, many farmers would desire to back off a little and enjoy and partlei* 
pate In local activities of school, churches, golf, fishing, etc 

8. Q: Howcanfarmeragetthelrproductlonsold? 

A: Just as soon as the law is passed and in force, the producers will and 
should start to advance contract to hla local dealer for his commodity for the 
time of sale and delivery. The fioor Is set. I am sure farmers wonld have many 
dUterent months In con^olled schedule to deliver. The farmer wbuld not wonr 
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about carrying over a little iDventory as the price would be the Banae aad most 
fears following, would Increase durlDg the years and for next crop, due to 100 
percent plus of parity prices would be going to follow capital and labor. Borne 
would be encouraged to hold some production from 2 to 4 years. 

4. Q: Who would store the inventory? 

A : Many farmerB tbat have not yet bought and installed drier and storage bins 
would start at once. We are one family of 900 acres that needs this storage and 
drier. 

Therefore, an orderly and constant harvest, before weather would destroy 
crops . . . also, would provide the means for orderly delivery to buyers and ovW> 
seas shipments. The government would not Store the production. 

5. Q : Who would police this taw and costs? 

A : The day the law of 100 percent of parity is passed, there would automati- 
cally be hired, at no cost, over 3 million farm families. All local dealers would 
be hired to police, at no extra coat, due to the fact, they will be buying direct 
from the farmer . . . the violators would be fined and sent to jail. 

6. Q: How will Agrl-Buainess benefit and handle the new law? 

A : All dealers, handlers, grocers, processors and transport would start off buy- 
ing from all farmers at the base price and therefore, one company would not 
undercut his competitor because he had bought his commodity cheaper. At this 
time the law of supply and demand would really worlc and the efficiency and prof- 
its would be maintained on a healthier pattern than under the "dog-eat-doc 
fashion. 

7. Q: How would Agri-Bustnesa and labor profit and/or participate? 

A: The untold item that farmers have not been able to buy would provide the 
orders to dealers and manufacturers for many years to come. The huge land 
debt payments would be increased with a better hope of someday getting the 
land paid for. There is need of additional 1 nillli<m good farm labor today. Cit- 
pentera and labor are needed to build and repair buildings. 

8. Q: Howarewegoing to handle theaurpiuses? 

A; Wltb the 100 percent of parity by law, the orderly buying by all seKments 
of our business trade will Increase the efficiency of labor and handling facilities 
to such an increase that the extra, burdensome inventory would not build np. 
The loss of truck, rail car and boat trips due to the low supplies at various 
times prevent full utilization of equipment and facilities to move food to the 
consumer and foreign countries to feed tbetr malnutrttionalized people. 

9. Q : The question that land prices will double again the present prices. 

A: Much land would come off the market . . . there would actually be a less 
desire to buy land and expand. Under lOO percent of parity, the profit possibili- 
ties should help and will create a desire to stop their headlong idunge of huge 
machines and Increased land acreage. Just the opposite of the trend that has 
plagued the nation for the last 25 years. 

10. Q : Are farmers going to leave land to "summer fallow" with a legume? 

A : My personal, complete at random, survey and public relations contract, con- 
tinues to convioce me that a very noticeable amount of landowners and farmers 
are going to "summer fallow" land with nitrogen gathering legumes. 

A majority of these farmers are the Independent, quiet, nonfront pages and 
TV material for news. They now believe It is the only way left to go. The re- 
sults of these silent farmers practice would not be known Into the middle of 
summer when It would be too late to plant' 
Export Sales 

World population outside the U.S.A. 

Cost per capita on all raw products from U.S. exported. 100 percent parity 
projected. 

4 billion people times $6.60 per capita totals $26,000,000,000 exported projected. 

365 days less than 24 per day per capita totals $6.D0 per capita. 

With the above costs involved I cannot foresee losing our foreign markets. 
My predictions are that their consumption should increase as more people are 
bom and they eat a fuller, better diet. Therefore, continued expanding export 
sales from the U.S.A. above the $26 btUlon. 

The continuous and advance known steady prices, of all raw products based at 
100 percent plus parity, would, in my opinion, insure the steady Sow of food to 
foreign countries and therefore, increase in our sales, not decrease. 

The number one issue and need, also demand, in our foreign neighbors, espe- 
cially the low, low Income, would be a source of good food dailv ! 
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BTATEKEnr or Nathan E. Wilsoit SiTSicirTBD bt Britest M. Whsoit 

Gehtluieh : Since before I was able to walk my parents took me to the fl^ds 
with them ae they worked to provide a living for themselTes and I. They worked 
with the hope of providing a future for me In agiicultnre and for my yet nidram 
Edster. 

By the time 1 was 3 years old I bad an infant sister. I would follow my father 
and ride with him as he worked the fields of the farm that be and my mother 
were attempting to pay tor. I would hoe weeds, idck np rocks and help in what 
ways a B year old can on the farm. 

Within a couple of years my sister was In the field with my parents and I. Am 
the yeara have progressed my sister and I have learned of the responsibUIty, 
hardship, and satisfaction ot the family farm. We have also come to share the 
dream of our parents. That my sister and I might have a fnture la agricaltnre. 

For the Balie of that dream, and for the sake of the American nation I have 
come to Washington D.C. to plead onr case, not only for ourselves but moreover, 
for the tens of thousands of young men and women whom I feel my life personi- 
fies in my deep rooting In the family farm lifestyle and Ideals. For the entirety of 
my young 20 years in this world the family farm in agriculture has permeated my 
being both mentally and spiritually. It is my earnest hope and asplrati<u that I 
have a reasonable opportunity to farm and that my children and their children 
may also have that reasonable opportunity if they so choose. ' 

Yet under the present economic circumstances and economic system in effect 
in American Agriculture toilay, the outlook for either myself or my sister re- 
maining in agricnltnre Is very grim and desolate of a reasonable hope. Not only 
for myself but for the many thousands of other young men and women whose 
future In agriculture Is equally Jeopardized beyond rational hope und^ pres^it 
economic conditions and policies In American Agriculture today. 

I also speak, I believe. In behalf of the whole American nation In that a strong 
and financially viable family owned and operated American Agriculture is the 
most reliable and most economical over the long term food source available to the 
whole of the American people. 

To this Agriculture Committee and to each Congressman and government 
official who reads this letter, I earnestly urge you to work for a strong and finan- 
cially viable family-owned and operated American Agrleolture. First, for the 
sake of the American people . . . Secondly, for our generations to come . , . 
Thirdly, for the many thousands of young m^i and women who's dream of a 
fnture in farming Is In serious and Immediate Jeopardy If Immediate action la 
not taken on the part of our national government. Finally, for my own deep 
aspiration to farm . . . tbat my own dreams may have the opportunity that they 
need to become a reality. 

It Is my firm conclusion that a federally administrated production control sys- 
tem must be implemented by federal law. A ptlce floor which provides for the 
cost <it production, equitable labor return, a fair return on the capital investment, 
and a reasonable profit ... I believe must be implemented by federal taw to 
sustain a strong and financially viable family owned and operated American 
Agriculture. 

[The following material was submitted by Ernest N, Wilson] 
Stateueitt of Nathait Wiuon 

We live in an age of change. An age In which nearly every social and eco- 
nomic aspect of onr world is undergoing some degree of change. 

In light of this past winter In which tens of thousands of America's farmers 
have come to Washington to protest depression era prices and to lobby for legis- 
lation to insure that America remain a strong nation by keeping our nation's 
economic base, American Agriculture, a strong, financially viable industry. It Is 
obvious that the time has come for sweeping dramatic change In the federal 
government policies and decisions which alTect American Agriculture not only 
for the soke of American agriculture but for the sake of the future our nation 
and its position In the world economic sphere of Infiuence. 

America's agriculture has become the largest Industry In America and the 
most vital in terms of physical necessity and Input of new wealth Into our 
Dation's economy, as well as its contribution to balancing our coninons trade 
deficit. America's principal farms have become comparable to any urban amall 
business endeavor. Virtually all major Industries and smaU htutneaaes (^erat* 
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on a comprebensive cost of prodncticMi very nlmll&r to that which 1b In the G<»i< 
Bomer aod Agriculture Protection Act of 1978 before the Conunittee today In 
establishing the price at which the; sell their goods and Berrlces. If thla system 
of a comprehenBlve cost of production is fair and workable tn the great majorltr 
of our nation's and even the world's economic pricing structure, then does it not 
stand to reason tliat a comprehensire coat of production pricing structure Is both 
fair and workable for the American agriculture industry? 

Considering tbe magnitude of our problems In American agriculture today It 
is obvious that their problems have not arisen over a short period of time bnt 
have been many years and many administrations In the making. It would appear 
obvious that the many varied farmer organizations that have be«i created to 
represent tlie farmer liave not done so adequately. In the Consumer and Agri- 
calture Protection Act of 1978, a board of producers is proposed to i^ovlde tlie 
needed direct contact grass roots fanner representatloD and input for tbe 
advisement in the formulation of policies and decisions that affect American 
agriculture for now and the future. 

I am a youth of only 20, bom and raised a part of the family farm my parents 
have atrived to make successfol so that my sister and I might have a reasonable 
future In American agricultare. 

I have come to Washington to lend what support that I am able to give to the 
advancement of the Consumer and Agriculture Protection Act of lft78 because I 
feel that it not only meets the major needs of American agriculture today and 
also for the future. The future of our nation, American agriculture, and flnafly 
for the tens of thousands of other young people who have the ability and 
aspiration to be a pert of American agriculture. 

I earnestly hope and pray that the members of this Committee will look long 
and hard at thla bill, that each of you will diligently search out the merits ot this 
bill, and that you may see the genuine fairness and workability of this blU for 
American agriculture. We need this bill for the sake of the American nation and 
the future of tens of thousands of other young people who aspire to be a part 
of American agriculture but will be forced out If past agricultural policies are 
not dramatically changed to a fair and workable conc^t as set forth in the 
Consumer and Agriculture Protection Act of 1978. Finally, for the sake of each 
of your consciences because the future of American agriculture now rests squarely 
In the able hands of this Conunittee. 

[The following informatitm was provided by Ernest N. Wilson] 
Crop production and lalet for 19T1 crop from OtrcU ® Farm, Vniondale, Ind. 

1. 1,600,000 lb. wheat sold at S cents per pound *46,000 

2. 1,000,000 lb. No. 2 com atdd at 3 cents per pound 30, 000 

3. 750,000 lb. No. 1 aoybeans sold at 8 cents per pound 60, 000 



Bemalnder — not much to live on 2, 400 

WUh S. gets reptaoi»g pridne ttruoture under 1977 Farm Aot 

lA. 1,500,0001b. wheat sold at 8 cents per pound $120,000 

2B. 1,000,000 lb. No. 2 com sold at 6 cents per pound «0i 000 

3B, 750,000 lb. No. 1 soybeans sold at 11 cwita per poond 82, 500 

Total 262, BOO 

4B. Total cash cost plus depreciation of. farm eqniiMnent 1^, 000 

Net before taxes 129, 600 

4n. Net (before taxes and return to Investment and managemoit) 129, 600 

4. Net 2, 400 

Increase under Senate MIX 8, 2626 127, 200 
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[Uallgnun] 

BfAiLOft&u 81SVIOE Catm, 
MUdletmm, Va., Man SfS, 1978. 
Hon. Hebmah Taluadqe, 

Chairman, Senate Committee, AgricvltuTe, Nutrition, and Forettrj/, Wagking- 
ton, D.C. 
Previous commltmentB make It Impossible for me to ac^iear In support of S. 2626 
being heard before your committee on May 22, 23, and 24. We have reviewed this 
bill carefully. We are In full accord with the need to improve target and loan 
prices paid to farmere and all of the other features set out in S. 2626 with one 
exception. Several years ago we advocated a National Board of Agricnltural 
Governors. However we have since that time discarded this philosophy and believe 
a strong viable Agriculture Secretary with ft competent staff can more adequately 
administer an agricultural program to benefit farmers. A letter follows with 
further comments on S. 2628. 

L, C. (CuTJ.) Cabpehteb, 
Midcontinent Farmen Aisocialion. 

MmcoiniNENT Fabuess iAssociation, 

CotamWa, Mo., Mav St, J978. 
Be Statement Sumtorting Most Provisions of 8. 2626. 

Senate Committee on Agricttlture, Nutrition, and Forettry, Ruitell Senate Ofict 
Building, Washington, D.C. 

Dear Chaibman Talmadge ; Recent admlnlBtrative and congressional actions 
to increase farm prices were steps in the right direction. Btit more must be dont 
if farmers are to receive the assistance they need to stay In business. 

The administration of the 1977 Food and Agriculture Act at minimum levels 
would reenlt in farm prices far below production costs ; In fact, tbe admlnistia- 
tlou of the recently enacted emergency farm legislation at minimum levels vlU 
also tail to assure adequate returns to farms. 

Still needed are higher loan rates and target prices. 

We do not urge greatly Increased government payments. We want the market 
to provide farm income at increased levels. Fair prices at the market place oc- 
curred by chance in the early 1970'a because of a shortfall in U.S. and world 
production. Adequate market prices could become the norm rather than the ex- 
ception, and they could be achieved by design rather thau by chance through 
proper administration of a sonnd farm program. This would require an annual 
adjustment in production, to keep supply in line with demand. 

To achieve this objective, we recommend legislation which as a minimum 
would : 

1. Establish loan rates at the cost of production including land costs on wheat, 
rice, feed grains, cotton and soybeans. 

Becanse of the variances among producers' cost of productiMi, it is recom- 
mended that the mid-point of USDA's projection of production costs be estab- 
lished as loan levels. Such levels would neither assure a profit for inefficient pro- 
ducers nor provide a windfall to the efficient. Rate adJustmcntB would be made 
annually to reflect changes in production costs. 

The higher loans would make the reserve program, with the resulting bigber 
release and call levels, more attractive. 

2. Establish target prices sufficiently above loan levels to assure a viable rarm 



The target-price concept as incorporated In the lft73 fiirm program and con- 
tinned in the 1977 Act la advantageous in many respects. It provides protection 
during times of low prices, and costs the government nothing daring times of ade- 
quate market prices. . , _, 

Target prices have generally been viewed only as Incentives for increafflng iwi>- 
duction. Such a view Is too narrow. They should be viewed as incentives for 
achieving production goals. This implies that they not only serve as Incentivea 
to Increase production when greater production Is needed to assure ample trap- 
pUes for domestic and foreign consumers, but also serve as incentives to reduce 
production when less production is needed to maintain adequate market iwices. 
They also provide protection in case the Secretary of Agriculture misjudges 
acreage needed to maintain the balance between supply and demand at levels to 
ensure market prices above target levels. If this program works as Intended, 
tftrget-price payments would not be required. 
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In tlmee p&st, the government has acquired sarpliues which became costly 
and anmanageable. Such was the case because adequate redncticm in prodacUon 
did not take place because support prices that were politicall; acceptable usuallj 
were not greatly effective. But under the target-price api^oach, it becomes mote 
politically acceptable to adjust production at desired levels simply because the 
alternative could be too costly. 

Target price levels established under tbe 1977 farm program and the minimum 
levels continued In the emergency farm legislation, indicate again that It is 
more politically acceptable to establish a cheap food policy than it is to ensure 
adequate prices for farm commodities. The minimum levels are set at levels too 
low to serve as incentives for farmers to reduce production adequately. Surpluses 
and low market prices are again depressing tlie farm economy, while at the same 
time requiring extensive government payments. 

To correct this situation, target prices should be raised high enough to give the 
government little alternative but to announce set asides which will ensure prices 
near, or above, target, and high enough to encourage farmers to comply with tbe 
set asides. 

If the 1977 farm program is changed to increase loan levels and target prices 
as recommended above, we would, for the first time, have an adequate program 
which is essentially self-adjusting to changing conditions. Loans would be ad- 
Justed to cbanglng production costs, target prices would be adjusted to keep 
tbeir same relationship to loans, and production goals would be adjusted to keep 
market prices above target prices. In addition, tbe farmer-beld reserve helps 
make adjustment when the weather increases or decreases the supply and when 
world economic conditions change the effective demand. 

Mr. Chairman, we strongly endorse the objective of the Consumer and Agricul- 
tural Protection Act of 18.8 (S. 2628). We believe, however, that too great a 
reliance is placed upon commodity loans in this proposed legislation. We view 
the loans as tools for farmers for the orderly marketing of grain and flber 
tbrotighout the year rather than flooding the market at harvest. Commodity 
loans also provide the mechanism for building the farmer-held grain reserve. 

In contrast, target prices are viewed as tools for adjusting production with 
established goals. Therefore, we strongly urge the Congress to maintain the 
target-price concept as an incentive for program compliance rather than to adapt 
the unreallstlcaliy harsh civil penalties to force compliance as proposed In 8. 
2626. 

Several years ago, MFA advocated establishment of a board similar to the 
proposed National Board of Agricultural Governors. Since then we have con- 
cluded the concept of a board to administer farm programs to be undesirable. 
We believe that if adequate loan levels and target prices are established, a federal 
administrative agency is better equipped to administer farm programs than a 
board. We especially believe it is lit advised to eetabllsb a board outside of USDA 
to administer farm programs at a time when USDA ts a prime target for 
dismantling. 

Sincerely, 

L. G. "Clell" Cabfehteb. 

Delta Coukoil, 
StoneviUe, Mist., Maji £2, 1978. 
Senator Hebuah B. TALMAnoB, 

ChtUrman, Agriculture, Nutrition, and Fore$try Committee, V.8. Senate, Rut- 
tell Senate Office Buildinff, Wathtngton, B.C. 

Deab SEHAToa Taluadqe: Since It will not be possible for us to appear Jn per- 
Bon before your committee to provide our comments on S. 262S, we would appre- 
ciate it very much it you will enter this letter in the Hearing Record. 

While we commend Senator Hodges and others who introduced S. 2626 for their 
concerns Cor farmers and for their efforts to reduce wide fluctuations in price 
and farm income experienced in recent years, we wish to express our oi^nsition 
to this approach to providing assistance to U.S. farmers. 

The material entered in the Congressional Becord on UanA 2 by Senator 
Bniopers when be introduced S. 2626 on behalf of Senator Hodges, himself and 
others calls for the estalkliahment of a CCC loan for cotton (70 cents per pound) 
at a level that, according to an analysis provided by Senator Bumpers, would 
reduce the estimated value of cotton exports from Jl, 127,000, 000 in 1978, und» 
the current bill, to $615,000,000 in 1982 under the provisions of S.2626. U.S. 
cottMi farmers depend upon a high level of exports for a major percentage of 
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tbdT total offtake. We, therefcnw, cannot snpimrt a naogrtan that would cause 
Buch a drastic reduction In our foreign sales. 

In fact, we are opptMcd to price support levels for any conunodltr that will 
price oar prodacts out of tbe market and canae farmers tx> rely more and more cm 
tbe Federal Qovemment for a majorfty sliare of their Income. Not only woDld 
we lose our export markets as a result oif a 70 cents per pcmnd loan, bnt we 
would also suffer big losses In domestic sales to man-made fibers. 

Basically, we support a "market-oriented" farm policy. At the some Umei 
we also support CCC loans to promote orderly marketing and assist in crop 
flnanclng. We must not lose sight, however, of the fact that a loan for any crop 
that will guarantee a profit will result In overiffoduction with inevitable goveni- 
ment restrictions. 

For cotton, we must not forget that cotton is an iadustrlal raw material tbat 
not only must compete with foreign cotton in the export market bnt with man- 
made fibers at home and abroad. This means that programs tor cotttm mnaC also 
reflect market conditions and Chat cotton must always be relatively ctunpetitlTe 
in price, quality and in promotion. To lose sight of these basic economic facts 
would be to court disaster. 

We believe that the changes provided by the recently passed Elmergency Farm 
Bill will strengthen the Agricultural Act of 1977 and provide the tools needed 
for an effective farm program, U administered effectively. 

There Is one additional cliange that we would recommend for the Committee's 
serious consideratlim in the future. The Agricultural Act of 1977 does not have 
an effective method for bringing eupidy in line with demand in a direct and 
timely manner. 

Fundamentally, the cotton program can develop anch a burdensome excess 
supply that it cannot clear the market at prices high enough for farmers to con- 
tinue to stay in cotton production. We, therefore, propose diat the Agricultural 
Act of 1877 be further amended to include — 

1. A requirement that tbe Secretary of Agriculture be directed to enforce a 
cutback in cotton acreage for tbe following season whenever the projected carry- 
over at tbe end of the marketing year for which tbe crop Is being [««daced 
would exceed 4.5 million bales. The objective would be to wmin^iiiii the cariy- 
over around 4.0 mlllloa bales < siva or minus 10 percent ) . 

2. The cutback provision should require : 

(a) A mandatory cutback of 5 percent for all program jpArtldponts and 
in order to be eUgible for tbe OCC loan ; 

<b) An optional cutback of 10 pei^ent tor program participants as a r» 
quirement for being eligible for target price payments, disaster payments 
and all other program benefits including the CCC loan. 
We appreciate the opportnni^ to provide these conuuents. 
Respectfully submitted, 

B. F. Smith, 
Ewecvttve Vice PretUent. 



Hy name la John Denison and I am a rice, soybean, and catUe producer from 
Iowa. Louisiana. I serve as Chairman of tbe Rice Advisory Committee of Lonlai- 
ana Farm Bureau Federation. I would Uke to thank you for tbe opportunity to 
testis regarding Senate Bill 2626. My comments today r^resent the coUecttve 
views of over 64,000 member families of the Louisiana Farm Bureau. My testi- 
mony reflects policy developed through our statement advisory committees which 
are composed of producers from throughout the state. 

Louisiana Farm Bureau policy strongly supports the concept that government 
agricultural programs should be market oriented. We, as farmers, feel that It Is 
far more desirable to earn onr livelihood in the market place rather than to be 
detiendent for a portion of our income on the U.S. Treasury. Our policy concerning 
^ce supports which was ad(^»ted at tbe 1877 convention of Louisiana Farm 
Bureau states : 

(a) The purpose of farm i«lce supports should be to protect the farmer ftom 
disastrous price drops in times of economic adjustments and to provide for orderly 
marketing. 
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(b) We recogntie that price enpporte high enoneh to remove an agrlcnltnrat 
commodity as a cmnpetltor in the free market are basically subsidies and must be 
linked with rigid production control. We farther recognize that snch a. price sup- 
port policy and Its subsequent controls must eTentually lead to governmental regi- 
mentation of all agricultaral acttvltlee. 

The major provisions of this bill are in obvlonB conflict with this policy and our 
beliefs. We strongly object to the establifdiment of a powerful national board of 
agricultural governors which wonld inevitably lead to complete contnrt ol agrlcnl- 
ture from production through marketing. The powers delegated to this body which 
wonld establish strict prodnction and marketing controls for all major crops Is a 
giant step In tbe wrong direction. 

Provisions of the bill which effect Imports and exports wonld certainly disrupt 
the flow of agricultural products from American farmers to foreign coosumen; 
and, for Louisiana farmers, this Is of critical Importance becanse of the high pM> 
centage of our products which are exported through gulf ports. 

I would now like to discuss our specific recommendations concerning rice. In 
November of 197B, we appeared before this committee and supported vigorously 
the retention of the 1968 Rice Act. We stated that this program provided the nec- 
essary mechanisms for increased production when addltlcaial supplies were needed 
and production restrictions when supplies l>eMme eiceaaive. We also stated that 
this program had served the rice production needs of this country well and wonld 
prove to be the least costly. However, the legislative result was the adoption of 
a target price program. This program Incloded open-end production with target 
and loan provisions for allotment holders. This type of program was carried over 
nnder the Food and Agriculture Act of 1977. 

In 1977, we testlBed In favor of retention of the target price program. We did 
this in view of the demand for rice and the desire by new producers to enter the 
rice business. However, we also supported provisions which would limit the rice 
allotment to 1.8 million acres and deny target price and loan protection on acreage 
In excess of the allotment. We do not feel that poor decisions made by some of 
these new growers should be subsidized out of the U.S. Treasury by making them 
eligible for target price and loan protection. I personally produce rice in excess of 
my allotment and I subscribe to this philosophy. 

In reviewing the results of tbe first two years of this type of program, the 
record appears to be good. Last year, as a result of lower prices and weather 
problems, acreage was reduced. However, this year In the face of a strmger rice 
market, acreage has come back to previous levels. 

Our Rice Advisory Committee, which represents all rice-prodnclng parlies In 
Louisiana, met and reviewed Senate Bill 2626 and unanimously voted to oppose 
this bill. The committee felt that In view of the record over the past two years, 
the current rice program should be given a longer period In which to prove lU 
worih. It Is the Senate Agriculture Committee which was primarily resptmalble 
for the ctunge in the rice legislation over tbe past two years and we feel that It 
wonld be unwise to diai^e the basic concepts of this program that we now have 
for one which sets a high sui^rt price for all rice produced in the United States. 
This change will certainly lead to overproduction, t>otb here and abroad and flood 
tbe rice market with disastrous effects on tbe market price. If It la necessary to 
go to a system of tight controls, then go back to the 19G8 Rice Act whlcb has been 
tried and proven, rather than the unsubstantiated concepts ontilned in this bill. 

Gentlemen, that CMicludes our testimony. Again, may I thank yon for the 
opportunity to make tills statement, and I will be glad to try to answer any 
questions that yon may have. 

Statbmeht of Fbed HusnEFEU), 3m., Monkoe, La., Hehbeb, LouisunA Aoucm.- 
TUKAi. STABiusATtoii-GoNeBsvATiOR CoiciniTEE; Loitisiaka Son. Ain> Watu 

COITSBRVATION COlfMISSIONEB 

Oentleubr : This is tbe tldrd time tbis year I have presented testimony before 
a Congressional Committee concerning the conditions in the Agricultural Conl- 
munlties of this country and solutions to the financial dliBcnlties facing farmers 
throughont the United States. The two previous statements I submitted before 
the House and Senate Agriculture Oommlttees proposed what I called "radical 
snrgery to cure a growing cancer In U.S. Agriculture." 

I suggested that Agricultural Commodities be treated In much tbe same way as 
money — as a valuable asset that Is tremoidOBsly Important to (h^ eoHioiaf ot this 
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coontiT- Tbe Faim Produce of this natitm fa our only renewable reKnrce and the 
only means we have of creating new wealth. As such, it is vltaUy Important as a 
means of maintaining Etad Improving our econMnlc poeldoa wlthlii onr bordwa 
and In relations to the rest of the world. 

For over twenty years I have l>een aware of the need to provide atabUll; to out 
Agricultural Economy — both to InHure farmers a fair return on their inveatmoit 
and to keep this nation flnanclally sound. We can no longer afford, as Individual 
farmers or as a nation, to subgldlse this nation's consumers or the rest of the 
world with food and fiber at prices so cheap that they do not even cov« the 
inroductlon costs. We are literally giving away onr most valoable resource and 
the price we are paying for this foolhardy practice is an imbalance in trade pay- 
ments, loss of tax revenues, inflated land costs, high unempoymrait, apt r al l ng In- 
flation and — perhaps worst of all — the loss of the belief that through hard work 
and efBcient production, Americans can obtain financial security tor tbemselTM 
and their fsmilles. 

In attempting to find a method of stabilizing the prices of oar moat valoable 
resources, I began thinking of bow we maintain stability lo the nse of money. Ilia 
Federal Beserve System craitrols the supply of money by setting the price' <tf 
money through Interest rates and by determining how much Is available at any 
given time. If It were not for this system, money wouldn't maintain the value it 
does and we'd soon flood the market with cash and It's value would decUue 
rapidly. 

We are flooding the market wltb Agricultural Commodities Qirongh our govein- 
ment'a cheap food policy and the value of these commodities has decreased 
markedly as a result. What we need is an Agricultural Federal Beserve Sjatem 
to control the supply of vital commodities in order to maintain their value and 
insure their ctmtlnued production. As long as the bulk of onr fsrm iiroduce ta Mdd 
at harvest time — -when the supply is greatest and the demand is the same as at 
any other time — we will continue to Ignore tbe real value of Uiese resources^ What 
we need is a method of releasing these commodities as tbc? aie needed. TliiB wQl 
enable us to sell them at reasonable prices. 

None of us would like to pay tbe inflated prices a shortage of food and fiber 
would necessitate. We shouldn't be satlsfled, either, paying such low prioes tat 
these necessities that we make them uupiofltable to produce. Tet, this Is exactly 
what we are doing ! ! '. 

Tlie Idea of a Federal Reserve System for Agriculture apiiarently occurred to 
several people at tbe same time, and 1 am even more enthusiastic about It today 
as a result. Shortly after I began looking into tlie Fedeml Beserve Banking 
System and consulting with economists from unlveredCies in Iioulsiana, Hr. Bllot 
Janewaj — a noted economist and newspaper columnist — suggested an Agricnl- 
tural Federal Beserve System In a speech to representatives of tbe American 
Agriculture Movement in Omaha. Nebraska on January 6, 1978. Nebraska's Gov- 
ernor Ezon endorsed the idea following that meeting between farmers and Secre- 
tary of Agriculture Bob Bergland in early January. Hien, Commentator Paul 
Harvey made the same suggestion In a radio commentary in early February. I 
was most encouraged by tbe article published In the March ISth issue of tho 
Washington Post A Nebraska farm wife, Marian Lenzen, described tbe pr(ri)Iema 
caused by low farm prices throughout the country and explained tiat everyone In 
tbe food and fiber chain is reaping a harvest of profits— everyone, that la, except 
the farmer. Mrs. Lenzen then offered the following mlutlMi ; "Perhaps a new 
approach to the problem is needed — perhaps a national food and flber board to 
control the buying and selling of farm products, much like tbe Federal Baserve 
Board controls the Bupply of money." * 

This brings me to the main purpose of this testimony. I had the idea of all 
Agricultural Federal Reserve System ; I had testifled before the House and Senate 
Agriculture Committees urging them to consider this idea as a long-range, c<nn- 
prehenalve farm program ; I had been spurred on by the support of the idea bj 
Mr: Janeway, Governor Exon, Paul Harvey, and Mrs. Lenzen — but : until I read 
tbe bill proposed by Senator Kaneaster Hodges of Arkansas (32620), I had not 
seen a realistic legislative BiM>roacb to creating an Agricultural Federal Beserve 
System. 

This bill covers all the bases I It Is a well-thought-out piece of leitlBlatlon. It 
may be the best opportunity this country will ever have to tnstltnte a comprebm- 
sive farm program that is fair, not only to ftirmers but to consumers as well. If 

*8m p. 243 for tb* article by Mn. Luieu. 
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ever there was an Ideal farm blU, this Is it ! ! The bill was drawn ap bj a Senator 
with no ax to grind. Be's an aHtolnted Senator who is not seeking another term 
and therefore, has no [tolltlcal motives ! 

The main feature of tbla bill is the National Board of Agricultural Governors — 
21 members representing the major commodities and every region of this country 
whose selection Is accomplished in such a manner that everyone la represented — 
farmers, consumers, labor and bnsiness as well as the Preeident and Secretary 
of Agriculture, Their job will be to determine the cost of producing Agricultural 
Commodities which will then set the Commodity Credit CorporaUou loan rate. I, 
frankly, don't see how anyone— bnalness, consumers, labor or politicians — can 
argne that farmers should not receive at least what It coata them to produce the 
commodities they sell. Tbe alternative Is to continue the IndifFerence of this 
government and non-farm consnmers which was so eloquently described by Sena- 
tor Bumpers when he Introduced this bill. The alternative la literally to bank- 
rupt tbe nation's farmers and bring on a depression that wlU have dlsaatroos 
consequences far beyond this nations' farms ! ! [ 

This bill, gentlemen, actually protectia consumers from the Boom and Bust 
economy that has prevailed In this nation's Agricultural CommunitleB — the fiuc- 
tuating prices that have increased tbe price of everything farmers buy and, 
consequently, most. If not all of what non-farm consumers purchase. While the 
prices for farm commodities have gone up and dovni, the cost of everything else 
has only risen, often as a result of fairly high farm prices which may occur one 
year In four or five ! 

Senate Bill 2626 would stabUlEe both the price the farmer receives and the 
price the consumer pays by allowing the Board to set both a floor and, In effect, 
a celling on farm prices. It would set a price level at which commoilltles would 
be released Into the market both to keep consumer prices down and to provide for 
storage of new crops. 

Another Important aspect of this bill Is tb&t it provides for a national food and 
flber reserve to Insure that these necessities and demand remain In line with one 
another. 

Very simply — this bill would allow farmers to receive fair prices, assure con- 
sumers of an adequate supply of farm products at reasonable prices and It 
shouldn't cost the government aDything! As a matter of tact, the government 
should earn revenue from tbe interest rates paid by farmets who store their 
crops with tbe Commodity Credit Corporation ! 

This Is a voluntary program with the incentive to the farmer to produce at a 
controlled rate and tbe assurance that he'll at least receive his production costs 
If he produces efficiently. 

The Bumpers-Hodges BlU has the support of virtually every farm commodity 
group and it is my experience that every farmer I know who has studied this 
legislation endorses It enthusiastically. 

Gentlemen, the concern of this nation's farmers hasn't diminished Just because 
planting time has arrived. If anything. It has Increased ! Farmers are keeling 
a close watch on your actions and are making plans to support candidates who'll 
do something about the farm depression In this country 1 Senate Bill 2^0 Is the 
best opportunity you've ever had to do something for farmers — but. It Is also one 
of the best chances you'll ever have to do something to stablUse farm prices, 
Insure a healthy tax base, and provide a positive balance of payments I urge you 
to support "The Consumer and Agricultural Protection Act of 197S" as 
enthustastically as I do! 

(Beprlnt from the CongrenlonalBecOTd — Senate. Har. 2, lOTS] 

Mr. BuupEBS. Mr. President, today I am Introdndng a bill on behalf oC my 
distinguished colleague (Mr. Hodges) and myself. 

It Is mostly the work of Senator Hodges, over a period of several weeks. It Is 
a monumental effort, a diligent effort, and I believe (me of the most sensible and 
rational pieces of legislation ever to be tntrodnc^a In this body dealing wltb the 
problems of agriculture in this country, particularly it this moment. 

I believe that Members of this body and onr colleflgues on the far end of the 
hall were shocked back in the latter part of November ihd early December when 
we found out that the fanners in QUs country had suddenly decided that even 
though we loved them, we were not treating them as thoilcb we 018. 
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I think people all across this cooctry were shocked. Tb^ weie shocked to 
Icuow that the farmers, even though they owned a lot <tf BOphlsticated eqnlpnimt 
and a lot of land, were actually going broke. 

At first, ererybody accepted this movement, tongue in cheek. It 1b my honest 
belief that the UongreSB, when these farmers converged on Washington In their 
tractors and pickups, and however else they coald get here, I beUere it was the 
common belief by the Members of the Congress that we could pat them on the 
head, say, "You've had nice time, you've made a good point, we all nnderstand, 
now go home." 

The truth of the matter is that the tanners In this country wanted to go 
home. Bnt they cannot. They cannot leave as alone because they cannot plant, 
they cannot harvest, and th^ cannot {irodace at today's prices. They hare to 
have relief. 

Now, most of them cannot alford to come to Washington. Sometimes I think 
that is nnfortunate because I wish everybody could come here and see the 
workings of government, for better or for worse. 

But I do not believe I have talked to a single Senator since the farmers came 
to Washington who did not say, "I would like to help those fellows, bnt how in 
the world do yon do it, how do you dolt without raiding the pocketbooks of the 
i.-onsumers, how do we do it without raiding the Federal Treasury, there is Jagt 
no solution." 

I have heard those statements and I think all of my colleagnea have. Btme 
at us have demonstrated not only concern bnt also lu>rd commitments to do 
what we can to save that segment of men and women In this country who are 
the backbone not only of our existence but also the existence of countries who 
are dependent on our food for their survlvaL 

Mr. President, what this all amoonta to and what we are Inv<dved In li^t 
now is simply the culmination of an accumulation of Indifference — indeed, a 
calionsness — toward people engaged in agriculture In this country. 

We have allowed the farmers of this country to become the whipping boys 
every time food prices go up. We have boasted openly to the world about how 
much we spend for food In this country and how much less it la than any other 
country of the world, and Indeed, It Is. We have cynically used farmers in our 
foreign policy by embargoing tbelr crops, by rewarding or punishing other na> 
tions by either allowing them or not allowing them to have our crops. The farmerB 
have been Che recipients of all the devastating effects of all these offlda] acttona 
oF the U.S. Government. 

Then there are those traders, the paper sbnfflers. In their ivory towers, who, 
with sophisticated computers and telecommunications sj-stems, niantpulate the 
markets. I do not know bow they do it. I am not sophisticated enough to under> 
stand It, and 1 certainly do not expect the dirt farmers of this country, who plow 
from sunnp to sundown to try to produce, to understand it, 

Mr. President, the truth of the matter Is that the farmere of this counry have 
been breaking their backs, literally ; and although by the sweat of their brow and 
the work of their muscle they have done so much for this country, they are being 
rewarded with bankruptcy. 

In our Fourth of July picnic speeches, we like to say that the character of this 
Nation is sQch that we are sensitive and we are concerned not Just for the poor, 
not just for the minorities, but for any segment of our people who, despite their 
best efforts, are thwarted by our system. Our system is not perfect, and It does 
break down. There are places where people actually are harassed into bank- 
ruptcy, literally, through no fault of their own, and regardless of the amount 
of labor and effort they put into their endeavors. 

Right now. In this virtually empty Chamber and the empty Cbamber at the 
other end of the hall, we are demoastratlng some IndlfFerence to the fact that 2S 
percent of the farmers in this country are going to go broke this year If they 
do not get some relief. Colleagues I have talked to have been looking for a c(Hn- 
monsense approach to the problem, a rational approach — one, as I say, tliat 
does not raid the Federal Treasury, one that does not rip off the consumer, bnt 
one which at least will allow the farmer some Indication of how he is going to 
fare at the end of the year, after a yearlong effort bnt usually himself and his wife 
and all the children In his family old enough to work. 

The features of this bill, simply stated— and T think I should call It the center- 
piece of the bill — Is the establishment of an agricultural board compoeed of 21 
members. Fifteen will be agricultural producers und six will be representativefl 
of organized labor, consumers, and businesB. But the feature that la best about 
It is that it will be Independent from the D^>artmeDt of Agriculture. 
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This board will be cbarged with the tespouedblUty <tf determlnliiK wbat tbe 
actnal cost of each commodity is each year. It will cover wheat, com, grain, sor- 
ghum, barle;, oats, dry beans, rice, soybeans, cotton, sngar, cattle (except dairy 
cattle),calves, hogs, pottltry, and milk and dairy products. 

Anybody who wants in, but is not la, can get In by a petition and referendum. 

Incidentally, some of the nice farmers In my State have Indicated that they do 
not want to be part of this. If they do not, all they have to do is this '. If IG percent 
say they want out. there will be an election, and they can get ont. 

The loan levels of the Commodity Credit Corporation will be mandatorily es- 
tablished at whatever the board says the cost of production is. Then. If the farmer 
wants to go to the bank or any other commercial institution to borrow money, he 
may do so by paying the going rate; and tbe Federal Oovernment will guarantee 
It He can do It for 3 years. But if he prefers, he can put bis commodity in the 
Commodity Credit Corporation for some Indefinite period of time. 

Obviously, this country does not have the storage capacity or the facilities to 
leave commodities in storage forever. So there will have to be a triggering mech- 
anism to require that a certain percentage of tbe producer's crop be taken oat, 
as the price of that particular commodity reaches certain levels. 

Hr. President, I think this is going to be some encouragemeot to farmers to 
plant, HO there must be what we normally call a mandatory adjustment. Every 
year, after each farmer files an intent of what he intends to plant that year of 
a particular commodity, the Secretary will determine how much land In each 
commodity needs to be set aside. These set-asldes are not playthings. They will 
be mandatory, and they will have to be enforced rigidly. 

This board will be charged — once the Secretary makes that determination — 
with the responsibility of allocating to each farmer how much he is going to have 
to cut back. 

Mr, President, those are the essential Ingredients of the bilL It is not draconian 
by any standard. It Just makes a lot of sense. 

Tile Lou Harris poll recently reported that a vast majority of the people In this 
country would be willing to absorb a S-percent Increase in food prices if thsy 
thought It woald alleviate the present plight of the farmers. That Is a magnani- 
mous thing to say about the American people. That shows their concern for the 
farmer, and that Is more concern than the U.S. Congress has shown so far. 

The Interesting thing about this bill Is that It will not cost as much as that 
famous 1977 agricultural bill. 

Incidentally. I intend to introduce this bill, and I ask nnanimous consent that 
it be printed In the Record immediately following my remarks and the remarks 
of Mr. Hodges, together with some tables, to prove what I jnst Onished saying. 

The Pbebidiro Officer. Without objection, it Is so ordered. 

Ur. Btthpxbs. Mr. President, the alternative is to do nothing. Incidentally, that 
Is just what we have been doing. I do not allege or say that this bill is perfect. 
There are one or two things about It that perhaps I would like to change. I know 
that Senator Hodges does not claim perfection for it. Bnt I think It Is the vehicle 
that the Senate should start using today, to mark up, to get a bill [taased, so that 
wltbln 30 or 40 days, the farmers of this country will know that not only Is Con- 
gress concerned abont them, but also how much Congress is concerned. 

I have heard it said that the chairman of the Senate Agriculture Committee 
has told the farmers : 

"I'm with yon any time yon can get a bill with SI votes Cor it." 

I am going to work diligently, and I know Senator Hodges will, to get 51 co- 
sponsors of this bin. 

Everybody has thrown in legislation, from one end of this building to tbe other. 
But this Is a comprehensive bill. It Is the most sensible, rational approach I have 
seen to the problem, one that can meet Uie most stringent demands of consumers 
and can provide the relief we are talking abont. 

So, Mr, President, I congratulate my colleague for the monumental efTort be . 
has put into this bill, and I am honored to be associated with him and with this 
bin, I hope the bill will be referred to the CtMnmlttee on Agriculture, Nntrltion 
and Forestry and that they will treat It with the urgency It needs, deserves, and 
literally demands. If we are going to save the farmers in this country, 

l^e farmers of this country are concerned atmut agribusiness, Walt tintll all 
the family farms we pay Upservlce to are gone, end agribusiness has this coun- 
try by tbe Jugular vein. Everybody will say, "Why didn't we do something about 
It?" Walt until foreign Interests own most of the agrlcuUtiral 'interests in this 
country. Etverybody will say, "How did this happen? Why Oidn't wedo something 
about ItT' 
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[Eeprint from the WSsnington Post— Bandar, Mar. IS, lfl?83 
Fabueks Abe Tibed or SUBsioizinG ihb Cobt <v Food 

BEAUSTIO PRICES SSSEKTUI, NEBRASKA FARM WITE BATB 

(By Marian Lenzen) 

The average age of the American faimec is S8. It follows that the arerage age 
of the American farm wife la 00. That flts me exactly. I have been a farm wife 
for 30 years. We have seven children. The four boys are self-sofBdent ; none are 
fanners, not because they did not like rarmlae, bnt because th^ were forced to 
face reallt;. Our 800-acre farm wilt sni^Kirt one family at the most and, with 
farm prices at current lows, it will hardly do that. 

We have ISO acres of wheat each year, ISO acres of summer fallow, and tbe 
rest is grass. And have a small cow-calf operation. We consider onraelvea bocccm- 
ful family farm operators even though, by the material standards prevalent In 
our society, we may not appear to be so. Most of oar machinery Is old enoaib to 
vote ; tires are no longer available to fit our truck. Bnt we set prioritiea and flie 
number one priority was to educate our children. Our four sons all woited part- 
time after age IB. They saved money, and with our help, loans and part-time 
work, all have graduated from the Unlverfilty of Nebraska. Two of our daughters 
are in college. We figure it was cheaper to finance seven children to four years of 
college than to put one son into farming. 

The only way for a young man to go Into fanning today is to marry It or Intanit 
it. When I hear young farmers begging for special consideration, stich as a mora- 
torium on loan payments or cancellation of interest, I have no sympathr for tbon. 

Saying that "Farming la all I have ever wanted to do" floes not Justify thdr 
cause. Most of them started farming since 1970. They Jumped in when land and 
machinery prices were skyrocketing and farm prices going down. Ther bon^t 
top-of-the-Une equipment. They wanted to start farming on a par with those who 
had been doing it for 80 yean and their interest charges are more than our nor 
nual income. 

I see no reason for the federal government to finance them to a |GO,000 tractor 
with cab, air conditioning and piped-ln music, when my husband has only an um- 
brella to shield him from the sun and lon^ Johns to protect him from the cold. 

Those farmers who have overextended themselves made the mistake of believ- 
ing the doomsayers and the do-gooders. The doomsayers convinced them that an 
ever-expanding world population meant prosperity for the food producer. The 
do-gooders convinced them the? had a moral obligation to produce food for that 
expanding population. 

What neither mentioned was that need and demand are two different things. 
If everyone in the world were to receive an adequate diet dally, there wouldn't 
be a food surplus, but reality tells us this Isn't going to happen soon. 

Farmers have been told for years, ever since World War II, that big was better, 
more efficient. Squeeze your neighbor off his land ! Farm numbers have been de- 
creasing by 1,000 a year Just in Nebraska. According to the Department of Agri- 
culture, farm population stood at 8.3 million in 1976, down 6.7 per cent from 197S 
and 15 per cent less than in 1B70. Farms have become bigger and fewer and farm 
Income has fallen. As farms grew in size and farmers Improved their eflldencr, 
they produced more, the market was glutted and prices fell. 

Yet the price of all the manufactured machinery, gasoline, feed, seed and 
fertilizers that farmers bou^t went np and up while the price of grain, meat and 
milk went down. 

That's what agribnslneaa efficiency did for farmers. It busted the small opa«- 
tors and forced them into the cities, and it increasingly consolidated the produc- 
tion and processing and distribution of food In this country into the hands of a 
f^ big multinational corporations. 

One reason it is so hard to get a realistic comprehensive farm bill through Con- 
gress is because many want to protect the Interests of agribusiness corporations. 
Their profits depend on all-out production. They don't want land set aside. They 
want it fertilized, sprayed, fumigated and irrigated. Warehouses don't make 
money sitting empty, but filled with wheat, com and peanuts, they are a gold mine. 

Big business and big government now own or directly control all the resonrcaa 
and means of production in the worid. The only holdout against complete cor- 
por«t« takeover Ib the family farmer. 
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tioual iDtellectiial arKomenU, but to tbreate and violence. We do not hear joar 
cries in the nlgbt." 

Now, there are desperate men In farming today, becanee the present Income 
levels of farming are similar to those of the early 1930's, in the depreeslon, and 
this desperation will continue to grow. 

Some say, "Well, there is not much of a problem. It Is a few isolated farmers," 
There are 1,600 strike offices open in this country now, however, and I daresay 
within the next month you will see t«is of thonsands of farmers retnmlng to 
tblB CapitoL 

We cannot continue (arming on the basis on which It baa been. We cannot patch 
up that same old tire once again. We cannot give them (4 billion, (G billion, and 
expect them to go home, because we have done too great an Injustice to the farm 
economy here In Washington, In these Halls and by these decisions. 

I see an executive branch that does not seem to be listening. This bill says 
for the first time that farmers are going to try to run their own business. Not the 
processors, not those who look for cheap food, and not those who care more 
about keeping their mills running than the people who produce mlllable products. 

This bill is a good answer for the short and for the long range. I do not sug- 
gest that It is perfect, but I have not seen a perfect bill here yet, and I think 
tliat at long last we must tell the farmer that he will have some ccmtrol over 
his own destiny. 

Mr. Hatch, the distlngoished Senator from Utah, is going to have 2 minutes, 
and he tells me he Is going to Join in sponsoring the bill — In the sjdrit, 1 think, 
in which people should Join it, not agreeing with everything that Is in It but 
using It as an essential vehicle. I am prond to have him as a cosponsor. 

The PoEsmiHG Ofticer. The Senator's time has expired. 

Mr. HoDOES. I thank the Clialr. 

Tlie pRosiDiNo Ofticbb. The Chair recognises the distinguished Senator from 
Utah (Mr. Hatch) for not to exceed 2 minutes. 

Mr. Hatch. Mr. Pre^ddent, I rise on tills occasion in sni^Mrt of my two 
esteemed colleagues from Arkansas. I particularly want to pay tribute to our 
new colleague, Senator Hodges from Arkansas, I b^eve for Che short time 
he has been In the Senate he has worked very, very hard to try to do what is 
right in the Senate, and I am sore we are going to disagree on some things In 
the future, and I am sure we have disagreed on some things In the past ; but I 
want to compliment him for the leadership that he is at least trying to utlUie 
here and I think it is d^nitely being exhibited here in Uils effort to do sMnettaing 
fM" the farmer. 

I have been aU over this country, and I have met with farmers all over this 
country, particularly in Utah, and I can tell you they are upset and concerned, 
because they are not getting fair prices for their produce. 

1 do not know of any nation in the world which has survived, whli^ ha> 
allowed the farmers to go down. I see trouble on the borleon all over oar society 
today, but I cannot stand by and let the farmers go down, and I agree wltb 
Senator Hodges, the distinguished Senator from Arkansas, and also my friend, 
the senior Senator from Arkansas, that now Is the time to do the t>est we 
can to help them pull out of their difficulties. 

I want to do exactly that if I can. So I want to be listed as one of the 
cospoosors of this legislation. Although I think there are areas where thi> 
legislation can be made better as It goes to committee and comes out on the floor. 
I still think It has some very good Innovative ideas about helidng the farmna 
receive fair prices. 

The Pbesidiito Officeh (Mr. Hodges). The 2 minutes yielded to the Senator 
from Utah have expired. 

Mr. Hatch. I thank the Chair for the time and I would like to be listed as 
a coQ>on3or on this bill. 

The Prebuiino Offices. Without objection, It Is so ordered. 

Mr. BnuPESB. Mr. President, wilt the Senator yield for just 1 second? Hy 
colleague from South Dakota should be added as a cospcmsor to the bill Just 
introduced. 

The Pbesidiito Ofitcek. Without (Ejection, It is so ordered. 

Under the previous order, the Senator from Oklahoma (Ur. Bartlett) Is 
recognized as In legliilatlve session for dot ttt excCed the time period up ttf 
10:06 a.m. 
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IBeprlnt from the WaiblUftoD Poet — 8DDd47, Mar. IB, 107S1 
FAKknBS AitB TiBKD or SlIBaiPIZIHG THE CoflT OF TaOB 
SEAUaxiO PRICES EB8INTIAL, HESRASKA lABU WDI Oin 

(Br Mftrian Lenzen) 

Tbe BTerage age of the American farmer la SS. It follows that the arenwe ■(• 
of the American farm wife 1b SO. That flta me exactly. I have been a farm wife 
for SO yearn. We have seven children. Tbe four boys are Belf-suffldent ; none are 
farmers, not because they did not tike farming, but because tiiey were forced to 
face reality. Our 80O-acre farm will support one family at the most and, with 
farm prices at current lows, it will hardly do that. 

We have ISO acres of wheat each year, lOO acres of aommer fallow, and the 
rest Is grass. And have a small cow-calf operation. We congider onrselvee soccew- 
ful family farm operators even though, by the material standards prevalent In 
our society, we may not appear to be so. Most of our machinery la old enou^ to 
vote; tires are no longer available to fit our track. Bat we set priorities and tbe 
nmnber one priority was to educate our children. Our four sons all worked part> 
time after age 10. They saved money, and with our help, loans and part-time 
work, all have gradttated from the University of Nebraska, Two of onr daashterB 
are in college. We figure It was cheaper to finance seven children to (onr years of 
college than Co put one son into farming. 

The only way for a young man to go into farming today Is to marr; it or inherit 
it. When I hear young tanners begging for special consideration, such as a mora- 
torium on loan payments or cancellation of interest, I have no sympathy for them. 

Bajring that "Farming Is all I hare ever wanted to do" does not jnstl^ tbelr 
cause. Moat of them started farming since 1070. They Jnm[»ed in when land and 
macJilnery prices were skyrocketing and farm prices going down. They bongjit 
top4f-tbe-llne equipment. They wanted to start farming on a par with those who 
tiad been doing it for 80 years and their interest charges are more than onr an- 
nual income. 

I see no reason for the federal government to finance them to a 160,000 tractor 
with cab, air conditioning and piped-in music, when my husband has only an um- 
brella to shield him from the sun and long Johns to protect him from the cold. 

Those farmers who have overestended themselves made the mistake of believ- 
ing tbe doomsayers and the do-gooders. The doomsayers convinced them that an 
ever-expanding world population meant prosperity for the food producer. Tbe 
do-gooders convinced them tbej had a moral obligation to produce food for that 
expanding population. 

What neither mentioned was that need and demand are two different things. 
If everyone in tbe world were to receive an adequate diet dally, there wouldn't 
be a food sarplus, but reality tells us this Isn't going to happen soon. 

Fanners have been told for years, ever since World War II, that big was better, 
more efficient. Squeeze your neighbor off his land ] Farm numbers have been de- 
creasing by 1,000 a year Just In Nebraska. According to tbe Department of Agri- 
culture, farm population stood at 8.8 million in 1970, down 6.7 per cent ^m 197S 
and IS per cent less than in 1970. Farms have become bigger and fewer and farm 
Income has fallen. As farms grew In slse and farmers improved tbe^ effldenc]', 
tbey produced more, the market was glutted and prices fell. 

Yet the price of all the manufactured machinery, gasoline, feed, seed and 
fertilizers that farmers bought went up and up while the price of grain, meat and 
milk went down. 

Tbat's what agribusiness effldency did for farmers. It busted the small opraft- 
tors and forced them into the cities, and it Increasingly consolidated tbe prodnc- 
tion end processing and distribution of food In this country tntio ttie liands of a 
fttv big multinational corporations. 

One renson It is so hard to get a realistic comprehensive farm bill through Con- 
gress Ih tiecause many want to protect the interests of agribusiness corporatltnu. 
Their profits depend on all-out production. Tbey don't want land set aside. They 
want it fertilized, sprayed, fumigated and Irrigated. Warehouses dont make 
money sitting empty, tiut filled with wheat, cnrn and peanuts, they are a gold mine. 

Big business and big government now own or directly control all tbe n 
and means of production in the world. Tbe only holdout a ' ' 
por«t« takeover is tbe family farmer. 



)y Google 



24S 

According; to an article In MoUiei Enrth News, 12 laudbolders now control ovw 
half the atate of Maine. (They may have to give some of it back to the Indians 
now.) Twenty-flve control 52 per cent of the state of California. AU of this has 
been accomplished with the aid and consent of the federal gnvemnient. The 1902 
law that prohibited the Irii^tion of more than 160 acres by one landholder 
froin a federal water project has been completely Ignored. Government policy has 
enconraged the big to get bigger, the rich to get richer and the small to get lost 

A farm bill that allows payments totaling {66,000 to one operator encourages 
the big to gobble up their smaller neighbor. Three-fourths of the farms In Ne- 
braska gross less than 356,000 a year. Farm legislation should protect and pre- 
serTe the family-sized farm, not encoorage cannibalism. To do this, the rate per 
bushel of grain on which loans to farmers are based should be increased, the 
target selling price increased and the maxlmnm payment to one operator de- 
creased. There should be a minimum acreage cutofF for eligibility in the goven>> 
ment deficiency payments program. Better to spread the payments among the 
many than to concentrate them in the few. Non-farm corporations should be 
excluded from goTemm^it payments. 

Farm prices are too low. Bren farmers with no debt will And It nest to im- 
possible to survive without mortgaging their land. Many farmers are modem-day 
slaves, owned and controlled by their bankers. If Congress can legislate a mini- 
mum wage, it can legislate a minimum price for raw farm products. 

Many have suggested that better marketing of our grain abroad would solve 
the problem of low farm prices. How naive can yon get? When and if fordgn 
demand raises the price of farm products, the long^oremen's union will refuse to 
load the grain until they secure some fringe benefit for themselves, like lifetime 
Job security. The maritime union will demand that half the grain be shipped on 
American ships Instead of the third they demanded and got In 1975. (Isn't it 
strange that farmers are told that grain prices cannot be raised because then 
our grain would not be competldve on the world market, but the shipping industry 
and the maritime workers do not have to price their services and labor to com- 
pete on the world market? Instead agriculture is forced to subsidise them to a 
higher standard.) 

President Carter said In a recent news conference that parity prices for grain 
were not desirable l)ecauBe of the effect sudi prices would have on retail food 
prices. You can't say It any plainer than that. Food stamps are being used to 
subsidize the poor's higher fuel bill. The <Al companies and utilities can raise 
prices and get what they ask, but farm prices are to be deliberately suppressed. Is 
it fair to ask 4 per cent of the U.S. population to bear the brunt of the flgbt 
against inflation? 

When farm prices went up in 1978, machinery prices soon donbled. Not because 
of supply and demand, bat because the mannfactnrera linew farmers had made 
some money and they jacked up machinery prices as high as traffic would allow. 
It's called gouging. If it were supply and demand, prices would be coming down 
because machinery is not selling and the manufacturers have had to lay ofC 
employees. 

"Food for people, not for profit" Is a popular slogan for those who do not make 
their living growing food. They have apparently forgotten tlie other saying : 
"There ain't no such thing as a free lundi." Someone has to pay and for too long 
that someone has been the American farmer. He's tired. He's getting old. He can't 
carry the burden alone any longer. It is the responsibility of every dtlsen to 
share the cost of providing cheap food. 

Perhaps a new approach to the problem is needed— perhaps a national food 
and fiber board to control the buying and selling of farm products, much like tlie 
Federal Reserve Board controls the supply of money. 

If cheap food Is to be government policy, then the government must pay to the 
farmer the difference between market price and parity. A realistic limit should 
be made on these payments. City residntts resent It when a few large operators 
and corporations collect huge sums of money from the government. They don't 
like to subsidize farmers to a European vacation any more than I like to subsidize 
the yachts, hunting lodges, country-club dues and three-martlnl lunches of the 
high-salaried urban executive. 

Low farm prices are baring an eftect on the woric ethic in rural America. We 
tanght our children to woric hard, live frngUly and save for a rainy day. I'd 
never recommend that now. It gains nothing. I hate to admit it| t>ecai(Be it sounds 
M nn-Amerlcan, but I moat face realltr. 
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[From tbe Uontat Uornlng World, Mkt 21, 1978] 
Fasmerb Strike To Pbebbbve Identitt 

The American farmer, wedged between erer-lncrea^ng c 
reduction In profits from bis produce, haa been forced to strike to prefierr« bi» 
Identltr, local farmers say- 
Cecil McMu'tlen, who owns abont 7S0 acres of cotton land In Ouachita Parish, 
said the farmers' strike "has been making a lot of people aware" of the farmers' 
plight, which haa slgnificantty worsened over the past two oi three years. 

McMnllen and his eon are partldpatlng in the strike primarily because "tbe 
crop last year wouldn't bring in what it cost us to make it," McMulteo said. 

He has planted S3 percent of bis total crop acreage, leaving about 400 acres 
planted In cotton. In one 131 acre field, McUnllen said he left 20 percent 
(roughly 26 acres) unptanted, and planted only two out of every three of tbe 
remaining acreage. 

"We don't want to receive paid subsidies or be paid for not planting a crop," 
McMnUen said. "We need loans" in adequate amounts instead. 

McMullen, who said he has harvested S2 crops of tils own, said the farmer's 
situation has worsened over the past two or three years. "Inflation is eating this 
country alive," he said, "and In trying to stop inisatlon, we're caught in tbe 
- middle." 

The strike movement In uortheast Louisiana has been rriatlvely strong, Hc- 
Mullen contended though all are not taking a stand on the Issue. 

McMullen expressed couceru over the ai^iarent Indifference of the general pub- 
lic and the federal government toward the farmers' appeals for help. 

"I'm real disappointed and shocked to realise the Intelligence of the people 
running this country," HcMullen said. "They want to run the farms Uke tbey 
run the U.S. government." 

Tbe strike movement throughout the country, McMullen said, is an indica- 
tion to the consumer of what could be In store for him. 

How Aqbiculiube Strike Developed 

After hints of a farm strike loomed throughout the summer of 1977, a group 
of farmers and agrlbnsineBsmen met at Springfield, Colo, in early September to 
form the American Agriculture Movement. Wltliln days AAM headquarters had 
been established in a dozen states, Louisiana among them. 

Dec. 2, 1^7— Oak Orove tractorcade and meeting with national AAM repre- 
sentatlyes. Strike deadline of Dec IS established. 

Dec. 10, 10T7 — AAM members hold rallies in state capitols across the nation. 

Dea 14, 1977 — ^Farm strike begins at 12 :01 a.m., pickets and protests actlvi- 
Ues begin. 

Dec. 24, 19T7— President Carter agrees to meet with strike leaders. 

Dec. 27, 1977 — U.S. Rep. Jerry Httckaby meets with area farm leaders, es- 
tablishes Fifth District Farm Advisory committee. 

Jan. 11, 1978 — Area farmers begin tractorcade to Monroe for Ark-I^-Hlss 
Farm Forum protest. 

Jon. 14, 1978 — Northeast Louisiana strikers receive backing of state AFL- 
CIO, U.S. Sen. J. Bennett Johnston, U.S. Sep. Jerry Huckaby and agrl-buslnees- 
men at Farm Forum. 

Feb. 1, 1978 — Got. Edwin Edwards meets with state strike leaders In Baton . 
Rouge, promising support and assistance. 

Feb. 6-9, 1978 — Northeast Louisiana farmers and businessmen testify bdore 
House committee members in Washington, D.C. Intensive fanner lobby effort 
established. 

March 2, 1978— Striking farmers arrested daring demonstration on Intema- 
tlon bridge between Hidalgo, Texas and Nc^mles, Mexico. 

March 4, 1978 — Farmers released from Tesaa Jail after two day siege, re- 
turn to bridge next day for final border rally. 

March 8, 1978— RayviUe strikers stop freight train transporting cotton, halt 
pickup of five boxcars of baled cotton. 

March 14, 1978— Northeast Louisiana farmers Join AAM members from across 
tbe nation In 80,000 man lobbying effort as House and Senate farm legislation 
takes shape In Washington, D.C. 

April 11. 197S— Senate okays emergency farm aid bill orer adminiatifttton 
protests. Bill moves to House tor action. 
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April 12, 1978 — House kills fflnergency farm bill. 

May 8, 1978 — U.S. Senate okays farm bill already approved by Hotue. Bill 
inclades measore ODtUninK Income support. 

May 16, 1978— Pretident Carter elgtiB compromise Ull- 

SiiALL Parks Disafpeaxiito m NoarHKAar Louibiama 

Ten years from now, tbe small "gnas roots" farmer may be a thing; of tbe 
past. 

There's no qnestlon the small farmer has had a tough time making ends meet 
during the past few years. A lot of Northeast Louisiana farmers say if the small 
farmer doesn't get some help soon, he may be forced to give way to the larger 
corporate farms whose owners can afford to hold out for higher crop prices. 

Area farmers like Harold B. Hodgklns of Kllboume contend things are too easy 
for the corporate farmers who are successful sometimes at the expense of the 
small farmer. 

"The larger corporate farmers have had pretty good going, had places willed 
to them. Thej go along pretty smooth," HodgWiis said. The strike Itself Is "a 
losing battle" for the small farmer, he added, because "there are too many 
corporate farmers with tax breaks who are putting the small farmer out of 
business." 

Some farmers are pinning their hopes of retaining the small farming system 
in this country on the success of the farmers' strike. 

Luther Hughes of Pioneer said he is convinced the strike will be snecessfn) 
"in the long run." If the farmers are not successful In raising price suji^Kirta 
for their produce, "there will be cori»oratlons like PnrLaa farming all the ground," 

"We're based on what is supposed to be a free and fluctuating economy," 
Hughes said, "and Purina Is such a big corporation, they have the money to con- 
trol their market where the average family farmer doesn't" 

The small farmers' problems did not develop ovetnlght. Many area fanners 
said they have seen It coming for a long time. The question they ask is, what 
happensjo the farmer who la uprooted once he has to change his lifestyle? 

To Kpps farmer B. D. McKoight, the outlook for the individual small farmer 
is not good. "The trend Is forcing the small family farmer out of budness Into 
villages, towns, and cities," McKnight said. "The next alternative is welfare, 
unemployment or food stamps." 

Skexveh Still Well-Biockd 

(By BUI Short, World BtafT Writer) 

A check of Twin Cltiea area grocers and shoppers indicates the nationwide 
farmers' strike has increased produce prices but has not affected the operation 
of the grocery business or grocers' ability to keep their shelves well-stocked. 

Several local grocers reported lettuce prices jumped from 49 to 99 cents a 
head, tomatoes from S9 to 89 cents a pound, apples from 59 to 79 cents a pound, 
cucumbers and bell peppers from 2 for 4% cents to 49 cents each. 

However, the distribution trucks have been arriving on sdiedide and the stores 
have remained welIsto<Aed with food Items, grocers said. 

John MuUiimlz, manager of Brookshire's Food Store No. 06 at 2348 Sterllngton 
Road, said about the only strike effect grocers see at the store level is an In- 
crease in prices. 

"The wholesale prices were higher because of the shortage of produce fiupply. 
and the higher price was passed along to the consumer," MnlUunlx said. "Let- 
tuce went up about 20 to 30 cents a head and tomatoes fluctuated from 20 to 80 
cents a pound. 

"We haven't had any trouble getting our merchandise," he added. "We had 
ample supply In the warehouse but a shortage in fresh produce may show up In 
our warehouse this week." 

Mrs. Connie Hatten, owner of Hatten's Crossroads Grocery at 749 Smith St., 
West Monroe, singled out the Increase In lettuce prices aH a result of the strike. 

"I had to sell It for $1.15 the last time I iMught It," she said. "I bouiAt some 
today that's cheaper but it's not very good. They used to cull things out, take ont 
the bad items of produce and sell yoa tbe good, now they're all (wether for the 
same price." ' " " 
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Ura. Hatten said ahe has not bad mncb troabte obtaining merchandlac tmt hu 
not always been satisfied with its qnaUtr- 

"It you want to par what they're atddng; for tbe produce, yon can nmallr al- 
ways get it," she said. "It might not be what 7on want" 

John Rappold Jr., manager of the J & J Jiffy Mart at 200 Old Bastrop Boadi, za- 
ported an Increase of five cents for a large loaf of bread and two or three pennlM 
for a box of cereaL 

"I don't realty know bow extensive the fanners' strike Is bat if it gets rerr 
extensive. It could definitely affect us, alUiongh not as mnch as the larger gro- 
cera," Rappold said. 

Consumers in the Twin Cities area say since the strike began, average grocray 
bills tiave increased substantially and are continuing to rise every we^ 

Most local shoppers said they could not pinpoint one particular area in wbleh 
prices had risen, but indicated food costs In all departments had increased. 

Janle Thornton of Monroe said since tbe farmers began publicising their stiiks, 
prices throughout the grocery stares have risen. 

"Bverything's so high now, and every week prices go up a ptainy here, two or 
three cents there," she said. 

Winnsboro residents Mr. and Mrs. Cleveland Wiggins also said they had IHH 
tlced rising prices, "especially fruit and fresh produce." 

Mrs. Benny White of Monroe said her grocery bill baa increased as mlucb as fBO 
since tbe strike began. "It's not necesaarlly in one area," but the costs In general 
have risen, she said. 

Lettuce, criecy and other fresh produce prices have Increased mostly over tbe 
past several months, Sara DlE^tenia of Monroe said. "It's all costUic mndi moss 
now." 

PlAOlNQ THE BLAUB: TKB STBIKB HmOBT 

(By Charles Able, World BUff Writer) 

For years farmers and ranchers were among the most prosperous btudnea^ 
men in town, prices and costs were well In line and a growing national ecoiuaBT 
kept tbe agri-businessman and his family content and at work. 

The applecart was upset by a combination ot many things ; politics and Infla- 
tion among tbem. 

For years American farmers competed In the market place with foreign im- 
porters and for years American farmers were the most eflldent In Om worid. Bnt 
a number of political, regulatory measures stripped them of tools used by tbdr 
foreign competitors. 

ChemlcBls relied on for decades by binners fell one by one as environmental or 
health hazards appeared and government agencies took the products from feed 
and seed store shelves. Foreign growers continue to use many of the products 
forbidden for use In the U.S., and the imported food and fiber products fiood 
American markets. 

State Department regulation of such import levels is often singled out by farm 
observers as a prime example of the political problem besetting domestic pn^ 
ducers. The federal agency, charged with maintaining good relations with other 
countries, Is In the position of rejecting or accepting shipments of farm goods 
destined for American markets. 

State Department expenditures designed to develop foreign brm Industrie! 
destined to nltimately compete with American products also draw condderahle 
fire from farm Interests, some of them soybean farmers severely damaged tay 
Alalayslan palm oil sales. Palm oil production Is the result of U.S. funded 
i-esearch. 

But politics alone was not enough to cripple farm Income ; inflation did the rest. 

Splrallng costs rose even higher after the 1&72 oil crisis hit, them lingered 
for six years. Equipment, chemicals, fertiliser, feed, wire, lumber, medicinal 
supplies, farm labor and almost every other farm need rose 100 percent in leH 
than 18 montha 

In Northeast Louisiana, poor crop conditions, bad weather and poor prices In 
a five year span took a large toll on fanners. Many quit, others borrowed . . . and 
some could not borrow or quit because of indebtedness. 

Some relief Is in store for farmers through provisions of farm legislation slgaed 
last week by President Carter. The bill, among other things, badu up intae 
supports and includes approaches dedfned to.jtatdlite tbe American food aad 
fiber market 
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Tbe effect of tbe legislation is impossible to predict, ftccordlng to farmers, tmt 
all agree it will at least break tbe poUdcal impasBe of tbe put seren montha. 

Most Fabhds Cak't A>tobd To B/rajxm 

(By Prtly Strain, World Staff Writer) 

Support in Northeast LoulBlana for the iiatl<»wlde farmers' strike ran blxta, 
bnt most area fanners aay they Just caa't afFord to participate in the strike. 

The resulti of a Homing World poll of farmers In 11 northeast Louisiana 
porlshea indicate more than 80 percent of the farmers wholeheartedly support 
the strike. However, less than 80 percent Bald they would participate in ths 
strike, which calls for farmers to limit their cr(9 acreage to 60 percent ot their 



Of that 80 percent, a majority said they wonld probably plant their total acre- 
age before the season ends. 

The reasoning behind their support of the strike is obTloos. As Price D. Tnm- 
age ot Liddievllle put it, "We're zobag out ot business If we don't get some helpi" 

The area farmwe agreed <» (me thing— tbe prices they receive for their pro- 
duce dcm't even come cloae to what they have to pay out in the purchase ot 
equipment, chemicals and fuels. Very simply, the; cannot afford not to plant this 
season. 

"I'm Just trying to keep ap with the inAatloD," Wood; Noble of Wlniub<»o said. 
"Bverything we have to buy is so high ; tractors, eqiilpm«)t, poisons, labor, repair 
work. . . . I'm just trying to make a living." 

The farmer's problem is two-fold — the prices he gets for his marketable produce 
are low due to identiful supidiea, yet financial problems, some three and four 
years oiA, still plague the area farmer, making It financially impoeslbie for him 
to sit out a seaswL or limit his crop acreage. 

Wlnnsboro farmer David Dmmel said this year "Is the last year we're going to 
be able to go If we don't get stxne help. I've borrowed and borrowed for the past 
two years" and "still lack a considerable amount paying oB last gear's debt. We 
don't want any 'glve-me' programs; we Jnst want a fair market," he added, 

Dmmell's viewpoint was shared by many other farmers who. Cor cue reason or 
another, have not had good crt^ in recoit years. 

"We can't Iceep going on," Robert Fletcher ni, also ot Winnsboro said. "We 
Just can't keev raising cheap food tot the pet^le to eat." 

Fletcher, who indicated be wonld participate In the strike, added, "The word 
strike has always burned down deep wltbln me. But if that's the only way." 

For New Bra farmer DonaM W. Paris, the strike Is not a totally satisfactory 
answer. Although be said be siipporta tbe itriks, 'I've got enough bills that I 
can't afford not to go ahead and |dant what few beans I do grow." 

Aside from bringing public attentirai to the farmers' problems, most area 
farmers are not entirely cmiTlDced that a strllce Is the only strintion. Paris said, 
"If there was any other way around it, I would be with them 100 percent." 

Several farmers who said they planned to take part In tlie strihe liaatily quali- 
fied their responses, saying a lot wonld depend on what the other farmers do. 

Columbia farmer Guy Bennett said he waited until be saw other farmers in 
the area breaking ground btf ore he prepared to plant. Tm not going to sit here 
and be poor as a snake while everybody aiae plants a crop. I Juat cant afford that" 
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Did Legibuhok Sioitu Victory 7 
(By Polly Strain, World Staff Writer) 
President Carter's dgaing of the farm bill last week drew mixed reacttona from 
area farmers who have actively supported the farmer's strike. 

RespooBes ranged from "it's Just peannte" to comments by some farmers that 
the strike had accomplished Just about all they could hope for. 

The bin Carter signed calls for up to |700 million in new federal outlays tor 
the 1078 wheat and cotton crops, which amoimta to considerably less than the 
Btriklng farmers had sought in their extensive lobbying campaign, 

Acting Secretary of Agriculture Carol Tucker Foreman then raised the target 
price for wheat from $3 to $3.40 a bushel and the loan rate for upland cotton 
from 44 cents to 48 cents per hundred pounds, contingent upon the farmera 
setting aside some of their land. 

The new bill's target rates do not fli farm prices or set a floor under markets, 
but protect farm Income because the Agricnlture Department must pay tarmem 
for any gap between market prices and target levels. 

Ouachita Parish farmer Cecil McMuUen called the admlnlstratlcai's proposal* 
"jdst peanuts. LSU says It takes more than 60 cents to make a crop now and the 
bill Includes only a 48 percent loan. That's less than productimi costs." 

McMullen, who has been an outspoken supporter of tlie farm strike, said he 
thinks the American Agriculture Movement's demands were fair, and does not 
think the strike leaders wHI be satisfied with the compromise bill. 

Other strike leaders in northeast Ijoufalana disagreed with UcUullen's com- 
ments. Carl Batey of Wlsner said although 'It was a big dtsappt^ntment that we 
didn't get a bigger bill, I'm satlsfled with any kind vt bill." 

Batey said this bill will give "Hie really povert:y-atrtcken farmers" a new lease 
on life, at least until next year. "We've accomjdlahed all we could wltli the 
strike." 

"The organised strike has taught us one thing," Batey said, "We can get some 
action if we grroup together." Batey said that agriculture movement "asked for 
too much too Quick : we were shooting for the whole hog or nothing." 

Although Crowvllle farmer Bobby Cox satd he was not satlsfled with the pro- 
visions of the bill, "it's about all we can expect ont of that administration." Oox 
said he was looking for a "good solid farm bill that farmers of all types could 
live with." 

Re said he thoui^it the bill would help out 'In emergency sltnatlons," but dM 
not provide the relief necessary if farmers are to stay in business. 

The Bfnrlcultnre movement in Northeast Ix>nislana has not died out. Cox said, 
but "we kindfi had to take time out to plant a crop. We're just as strong as we have 
b«en. stronger than we were In the winter." 

Cox said he has not gotten any word from AAM leaders on the acceptability of 
the new farm bill yet. 

GoRUB Hensy Wobbies No Uoue — He Qnr 
(By Charles Able, World Staff Writer) 

For the first time since 'S3 someone e'iae Is farming the BIcblMid Parish cntp- 
land worked, developed and cross fenced by Oorlls Beniy. 

And for the first time since 10S3, Corlls isn't worried eboat losing his shirt. 

HeniT moved his wife and two sons to BJ(^land Partedi farmland more than 
20 years ago. Between them, they tilled and worked some 600 acres of sandy land. 
First it was dairy cattle, a profitable enterprifie In 105S. 

The year Henry began his dairy operation there were 30 others In the vldnlty. 

At last count there were on^ three ; years of bad prices and rising coots drove 
the remainder away from dairy fanning Into other pnrmiitB; beef cattle and row 
cropping found new interest 

Those who went to raw cropping did well for the first few years and vriien 
Henry saw the dairy Industry entering a downhill slide, he chose row cropping — 
the production of food and flber— more than fix years ago. nie change required 
a lot of labor, but Henry's iboya were growing and field hands were plenUf^ 

Two good years followed. 

Then two years of crop failure struck HMiry and ottan NorOieast LooMana 
farmera. 
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The next year, thln^ were better throoghoiit tbe growing Beason. Bains came 
when tbe; were needed and tbe sun biased at Just tbe rlgbt times. A bumper crop 
resulted and farmers around the area rejoiced ; until tbey sold for extremely poor 
prices at harveet time. 

Some farmers begaji to borrow money ; some were already In debt. Tliose able 
to wltbstand the blow could not bold tbelr crops until prices stAblllaed and began 
tof^mfc. 

Tbe fifth year, poor weather conditions decimated yields. 

Tbe last two years of bard woric and soaring production Inyestments cost 
Henry nearly SSO.OOO and he left the row-cropping boslnesa. 

"There are other farmers around here Btill going. But I Just can't see wby I 
should woric myself to death for nothing," Benry said, "I Just don't know wtut 



e over tbe five years I farmed If I had the moaey to hold my cnqi, I 
could have hit tbe market blgbs, but I had borrowed some, Henry nld of tbe 
fluctuating market, adding, "But if you could afford to do that you wouldn't need 
to be farming." 

"I dtrnt know tbe answer to the problem. Of course, the government will make 
you a loan on your crop, but that would Just prolong the agony." 

Henry now operates a liquid feed business and does custom baling for other 
farmers. He has two herds of cattle, one registered Brahmans and a few boms. 

The future nt Henry'H farm depends on hla sons, both enrolled In agri^huslneaa 
couisea at Louisiana Tedi. 

"The lease Is only for three years. That way we can see what they (the sons) 
want. Without labor like that, you Just can't make it these days," he added. 



[The following material was submitUd by Mr. Ari>uthnot:] 

ExccBpTS From Addbesb or Sia Leslie PaioE, CBAaUAs or the Aostbu.uk 
Wheat Boaro, to fhe National Associatioit oe Wheat Qiowebs Axkual 
Convention in Wiohtta, Kaits. 

I have been part of your convmtlon for the past six years. I bare enjoyed aE 
of them. I hffie I learned something from each of them, but moet of all, I value 
the enduring friendships I hare established with many of you. 

Since I saw yon last, I have been appointed to the position of Ohatrman of the 
Autitrallian Wheat Board by the Australlian government In this position I now 
have only limited contact with my own fanning Interests, but I am provd to 
say that I am still a farmer at heart. However, from the outset I would like to 
emphasize that my comments tonight are the views of mysdf and toj board, and 
do not necessarily coincide with the view of the Austratllan gorammant. 

Over the last six year, we have seen tbe wheat situation move full drcle — from 
the burdensome stocks snd ruinous prices of the late sixties and early seventlee, 
to the virtual elimination of stocks and high prices which, fortunatdy for world 
wheat producers, coincide with tbe oil shock, and then back again to burdensome 
stocks and prices which. If not ruinous, are almost so. On reflection, I woadn 
whether, In fact, those bigfa prices were the best thing for world wheat exportua. 
Tbey triggered off a chain of events, events that have stayed with ua and are 
likely to be here for as far ahead as I can see. Input costs roee to whatever levd 
the traffic would bear, rather than on any formula based on coet, pins accepted 
IcveiH of protlt. Growers, having let their working plant ran down tbroQ^ aO Qie 
lean years, Ruddenly found themselves with a level of Uquidlty to which tber 
were ijulte unaccustomed, and bought with gay abandon—the result w«a that 
farm machinery prices rose 200 percent in three years, fertUlaer doubled and 
even trebled In price, everything was up and running. 

Encouraged l>y the AdnilnlHtratlon at that time, U.S. farmers planted wbeat 
from fence to fence. I well remember sitting with you and hearing your secretary 
of agriculture Inferring several years ago that set-aside was a tbtng of the past 
"The world needs your wheat," he wald. Unfortunately, what he didn't say was 
how much, for how long, or at what price per bushel ! 

The problem with this philosophy was that It neither recogniied the real po- 
tential of the U.S. to produce wheat, nor did It acknowledge that the high level 
of USSR purchases may not continue unabated year lli and year out Hence the 
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question : Did those few tnonthB of high prices only set np the world's wheat 
growers for a much longer term of uneconomic productlcHi? 

The answer Is probably "yes," and if this is the case, one wonders whether ex- 
porters should be expected to produce to meet a variable demand when there Is 
no mechanism to stabilize prices during the "off" period. Should the world's 
Importing nations expect the world's wheat growers to continue producing wheat 
at a loss, or at such a small man^n of profit, that workers in any other industry 
would find acceptable? 

This brings me to the topic of my speech tonlgbt^the "View from Down- 
Under." In expressing that view at your invitation. I would like to emphasize 
that we all have our systems which, for better or worse, we have to live with, 
and my comments should in no way be construed as criticism, but QS a search 
for a more constructive approach to world wheat trade. 

I don't need to be convinced that wheat farmers in U.S., Canada, or Australia 
are not making a profit ; I know many of them are not. It is what we are going 
to do about It that Is Important. Over recent months most of the world's wheat 
exporters and Importers have accepted the need to bring some stability to wheat 
trading, and I hope they succeed, but I am sufficiently realistic to know that it 
win not be easy. 

During recent discussions on the proposed International Wheat Agreement, 
much has been said about the need for the world to have reserve stacks of wheat, 
and the need tor ttie burden of carrying those stocks to be shared. We are fully 
In accord with both concepts, but I have to make the point that at present the 
world's exporters, besides carrying the physical stocks, are also sharing the 
effects of tikese stocks by accepting a drastically reduced return on every bushel 
of wheat they sell. This cannot continue. Hopefully, an agreement, which relied 
on stocks, would tie constructed In such a way as to Isolate stocks from the 
market 

Both the Australian government and the Australian wheat Industry have sup- 
ported the principle of international cooperation in wheat trading. Australia has 
been a signatory to all agreements so far. I believe our government and the wheat 
Industry wish to see a new agreement which Is workable and ha« the necessary 
flexibility on the one hand, and sufficient discipline on the other to tiring price 
stability. I consider most of the problems of a new agreement capable of nego- 
tiation ; however, there are some current pressing problems. I would be leas tban 
candid If I did not say that your — that is, U.S. — surplus stocks are a major worry 

During the recent past, I have heard or read statements by U.S. government 
officials and your promotional groups that you must have greater market pene- 
tration. Is this realistic? World usage is IncresRlng by a known and measurable 
amount. Each exporting country has establl^ed a percentage share of the 
market and also a proportion of the Increase. I think It would be less than pru- 
dent for any exporter to believe that the other sellers will allow what they con- 
sider to be their share to be pilfered. Having said that, T still think a new Inter- 
national Wheat Agreement (IWA) is possible, provided It recognizes a few 
basic criteria. Including : It acknowledges differences in domestic policy ; It does 
not attempt to shift problems from one country or group of countries to another 
country or group of countries: and It does not, in any way, deliberately bring 
about re-direction of trade in wheat. 

Marketing is the life-blood of our industry, and each of the exporting nations 
has a different approach. Argentina has a government-appointed grain board, 
and HO has Canada, but they are quite different In methods of operation. The 
EEC has a controlled system under the CAP, In which prices paid to grower^ have 
little relationship to global prices, and prices asked of buyers have little relation- 
ship to costs of production in the BBC. Australia has a grower-controlled elected 
board which has powers of acquisition and the sole right of export. In Other 
words, the Australian Wheat Board has control of all aspects of the marketing, 
other than the price it obtains for Its wheat on the world market. The U.S. sys- 
tem you all know well, so perhaps you could answer a question- 
As I said earlier, this Is my seventh consecutive attendance at a convention 
of this association, and each time I have been here, someone has made the state- 
ment that, In the U.S., "We are the most efficient wheat producers in the world, 
and we have the best marketing system." My question, asked with some temerity, 
is "Why do you think ho?" As I see it. United States' wheat is being sold at 
below the cost of production. Why Is this? Some will say It Is because of compe- 
tition from Canada, Australia, and Argentina, bat I submit that this Is nonsense. 
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Canada bas more or less cleared Its surplus uii to its new crop. Anfltrallan pro- 
duction Is well down tbia rear due to drongbt. wblcb meana that we will ool; 
Have sufficient for regular markets ; and Argentina has a minimal quantitr left 
to seQ. Where tben, Is the competition? There Is none. Tou bdve the 011I7 Borplui 
wheat In the world, yet prices are extremely low, and these low prices are detri^ 
mentatlf affecting not only your own growers, but eTery grower in Oanadt, 
Australia and Argentina. If the position were rerersed and the surplna h^d br 
Canada and Australia, do rou think prices would be at their present levels? I 
believe the answer Is no. 

To me it is a tdmple fact of life that the largest erporter of any commoditr 
must expect to ; very largely set the global price ; and accept the rote of re^dnal 
supplier. 

The United States is the world's largest exporter of wheat, and its mloea aet 
world levels. Canada, Australia, and Argentina follow those Ittvels. liiey hare tOk 
If they tried to set higher levels they would not sell Given that they bare to aeh 
their wheat, then they have to remain competitive wiUi the United States' prices; 
Additionally, I believe that If you drive your prices downwards, thitiirtng that, 
tbis will lead to greater sales, you will be mistaken, because the others wlU stay' 
with you whatever the price level. I do not subscribe to the theory that overall 
world trade of wheat will be greatly increased by reducing the price. 

In the circumstances, we ask what la the sense of us all competing at the knr- 
est possible level. Surely It la much better for us to compete at a higher tevd, 
which would not only benefit the world's wheat growers, but which would, at tlie 
same time, automatically ensure that wheat production la kept up, thus ensnr* 
lag supplies will be available to the world's Importers 

What can be done to ensure we compete at higher levels? I am only a slmide 
farmer, but to me there is one quick sure way, and that Is for the loan rate to be 
raised. There Is no question that the only floor In the world price of wheat today 
Is the U.S. loan rate ; take that away, and who knowa to what level prices would 
slide? 

I know that this will sound like heresy In that it would raise internal costs, 
but we all know that the cost of wbeat In a loaf of bread represents only a small 
part of Its retail price. 

If it were possible for us all to compete at higher levels, the U.S. wbeat growers, 
the world's wheat growers, and the U.S. Treasury would all benefit, and so 
would the U.S. balance of payments position. 

You might well say I have had plenty of questions, but no answers. I believe 
you know the answers; it la how to put them into elfect that la a very real prob- 
lem, ir you are going to stay with your preaent system of marketing, and I believe 
you will for much longer than the remainder of my life, then It is what you can 
do to make It work for you that becomes important. From an outsider's point of 
view, you have only limited room to move. Ton can cut production, or Increase Qie 
loan rate. Or you may adopt part of both aolutlonB. 

I know that many of you would choose Increased export subsidies, and tUa 
policy has the endorsement of some people for reasons of their own. Let me say 
to you that such a course could not beneflt the world's producers. The Australian 
Wheat Board could and would match the market, and I would be snrmrised If 
the only other exporters didn't do the same. 1 am well aware of the U.S. attitude 
toward market sharing and I suppose other exporters all tend to feel the same 
way. I wonder sometimes If we are not "putting ourselves on." The present market 
division Is much less flexible than many would like to think. I am one of those 
who believe that the world Is again heading for a shortage of wheat— I also be- 
lieve that some importing nations are already of the same view and will demand 
an assurance of supply — I also believe that the demand can be met If growers 
are given the Incentive of a reasonable return tor their labors. 

I trust that my few comments will prove to be of interest and be seen as an 
attempt to sketch the possibilities for a more constructive approach to world 
wheat trade. That, then, Is our "View from Down-Under". In a nutshell, we see no 
sense In wheat growers trying to cut each other's throats at low prices — let's do 
it at more reasonable levels ! 
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